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contributions of 
UOP RESEARCH 


grass roots 
and research 
in savors 
and scents... 


Today, as in past centuries, the perfumers’ art depends on exotics 
such as grass roots from Haiti... the wood of a Brazilian tree... grasses 
from Formosa...spice flowers from Madagascar ... sawdust 

from the Mexican juniper... rose petals from France. 

The Trubek Laboratories, a UOP subsidiary, conducts basic research in 
aroma and flavor chemistry. Using both traditional sources and synthetic 
chemicals from modern research, Trubek provides fragrances, flavors and other 
fine chemicals that add zest to every hour of your day ...in perfumes, soaps, 
toothpaste, pharmaceuticals, toiletries, and many of the foods on your table. 

In savors and scents as well as in thousands of other products essential to 
every-day living, UOP research continues to open new doors to progress. 


Le 
uoP UNIVERSAL OIL PRODUCTS COMPANY ves Praines, it., u.s.a. 


WHERE RESEARCH !1S PLANNED WITH PROGRESS IN MIND 





Long Distance pays 


in extra sales 


“Long Distance helped us multiply our sales by six” 


says Gilbert Merrill, president, 


The Gilbert Merrill Steel Corp.., Westbury, N. . & LONG DISTANCE RATES ARE LOW 


“We use Long Distance almost exclusively to sell out- Here are some examples 
of-town customers,” reports Mr. Merrill. “Our warehouse’s Westbury, N.Y. to Baltimore 70¢ 
sales have grown from $500,000 to over $3,000,000 annually. | Milwaukee to Minneapolis 95¢ 
“Recently, an Ohio company offered to sell us 32,000 Newark, Nd. to Cleveland 1.15 
pounds of a special high-grade steel. We called three selected mane ” conenge ’ “1.50 
prospects, each in a different state, and sold the steel. In one Suetite te regen, SA. =a 


morning, those few calls brought us $12,000 in business.” These are day rates, Station-to-Station, for the first 
three minutes. Add the 10° federal excise tax 
Long Distance pays off! Use it now ... for all it’s worth! 


Keema 


yy q 
BELL TELEPHONE SYSTEM ({ i; 
a Ly 


a #1 








worth VOR ete 


nid 


ry 





~ 


jou CROW 


eas 


SOTt.e€o er 


Mel Geaimas 


| QrMIOw OF THE OLD CROW ONTKLERY COMPANY 


The Amazing Story of the Bourbons of Kentucky 


an important chapter in National’s growth 
The bourbon whiskeys made by the skilled distillers of 
Kentucky began to gain world-wide fame more than 125 years 
‘ago. Connoisseurs early noted a special mellowness and 
smoothness in the bourbons made with the pure waters of 
Kentucky’s limestone springs and gently aged in new charred 
white oak barrels. 


This year, for the first time since World War IJ, straight 
bourbon whiskey has regained its traditional place as the most 
popular liquor of any type—domestic or imported—in the 
United States. 


National Distillers is proud of the part it has played in pre- 
serving the qualities of the bourbons of Kentucky and its 


success in re-establishing their sales pre-eminence. Three of 


National’s Kentucky bourbons are the sales leaders of their 
respective fields: Old Crow, which recently celebrated its 


NATIONAL DISTILLERS and 
CHEMICAL CORPORATION 


Divisions. 


NATIONAL DISTILLERS PRODUCTS CO. 
BRIDGEPORT BRASS CO. : 


KENTUCKY STRAIGHT BOURBON WHISKEYS: OLD GRAND-DAD—100 PROOF; OLD CROW, 


KORDITE 
OLD TAYLOR—86 PROOF 


125th anniversary, is the country’s undisputed favorite 
straight bourbon in any price bracket. Old Grand-Dad bond is 
the largest selling premium bottled-in-bond Kentucky bour- 
bon in the world. Old Taylor 86 proof is the sales leader among 
all premium straight bourbons. 


Like these three leaders, all members of National Distillers’ 
famous family of fine brands must meet the same exacting 
standards of quality. The name of National Distillers Prod- 
ucts Company on the label always means a combinaticn of the 
finest ingredients, skilled distillation and unhurried aging to 
a peak of perfection. 


Long a major factor in the U. S. liquor industry, National has 
embarked on a rapidly-expanding program of diversification. 
Today its many activities include substantial operations in 
the fields of plastics, industrial chemicals, fertilizers and 
metals. 


The 


Liquors 


ympany with the Fi 
Chemicals Plastics 


» be sof eaten 
e Industry Future 


Fertilizers Metals 


INDUSTRIAL CHEMICALS CO. 


U.S 
: FEDERAL CHEMICAL CO. 


CO 


DISTRIBUTED BY NATIONAL DISTILLERS PRODUCTS CO., N. Y. 








FORBES 


FOUNDED 1917 by B. C. FORBES (1880-1954) 


President 
Bruce C. Forbes 


Publisher & Editor-in-Chief 
Malcolm S. Forbes 


Editor 
James W. Michaels 


Associate Editors 
William M. Placek 

George Shiras 
Sheldon Zalaznick 


James Cook 
Dero A. Saunders 
John Thackray 


Assistant Editor 
Ruth A. Meyer 


Financial Columnists 

Heinz H. Biel George Henry 

Lucien 0. Hooper Sidney B. Lurie 
John W. Schulz Eimer M. Shankland 


Washington Editor 
Edward Michelson 


Reporters 

Robert J. Flaherty 

Fritz Schumacher Wayne Welch 
Statisticians 
Donald E. Popp Howard Rudnitsky 
Researchers 
Louise Cristina Mery! G. Finkelstein 
Gladys Haack Ellen Melton 

Sibley McCaa Peggy Ray Jo Spencer 


Production 
Edward Borheady, Manager 
Dale S. Lester, Ass't 


Library 
Dari Rush, Head 
Ruth Grava, John Gibbons, Assts 


Secretary-Treasurer 
Weiner 


Controller 
Bernard Bolhower 


Vice President-Business Manager 
Leslie C. Quick Jr 


Vice President-Circulation Director 
Richard E. Kline 


Manager-Subscription Service 
T. M. York 


Vice President-Director of Advertising 
w. ‘Pete’’ Rees 


Director of Sales Promotion 
E. E. W. Stock 


National Advertising Manager 
Ray Murray 


Advertising Representatives 

New York: 70 Fifth Ave. 
John Rhein ti 
Lance Clemes 


Richard Gardner 
Richard Chalkley 


Chicage: 1829 Tribune Square 
Dan Humphrey, Mid-Western Mer 
Larry Brockman Michael R. Walton 


Cleveland: 562 Hanna Bidg 
Clarke Williams 


Les Angeles: 711 S. Vermont Ave. 
Menne Zunich & Follansbee, Inc 


San Francisco: 114 Sansome St 
Menne Zunich & Follansbee, Inc 


Dallas: 211 North Ervay Bidg 
Donald R. Brown 


Forroriat Inpex: COMPANIES page 57 





Paid circulation over 345,000 





FORBES FORBES is published twice monthly by Forbes inc 
December 15 York and at additional mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1961, Forbes tn 





SIDE LINES 


The First Million Is Hardest 


Most Bic Boarp members have 
their hands happily full these days 
what with 4-million-share trading 
days and the certainty of 1961 be- 
ing the second 1-billion-share 
trading year in history.” (For 
other news of Wall Street’s pros- 
pects, see pages 20 and 28.) 
Chances are, therefore, only a 
handful will recall that this Dec. 15 
is a landmark: the 75th anniver- 
sary of the New York Stock Ex- 
change’s first-million-share day. 

The date: Dec. 15, 1886. Trading 
on the floor of the “ Change” (as it 
was then called) was much the 
same in 1886 as it is today (see 
picture). The telephone, ticker and 
typewriter were all old hat. Con- 
tinuous trading at fixed posts was 
already in force, the “call” or rota- 
tional system of barter having been 
abandoned 15 years earlier. One 
big difference: There was no year- 
end tax selling because there was 
no income tax. That tax had ex- 
pired in 1872 and was not to return 
until the adoption of the 16th 
Amendment in 1913. 

The proverbial summer rally be- 
gan early in 1886. Starting from 
the year’s low in May, stock prices 
rose more or less steadily until De- 
cember. Coal stocks led the way. 
In March, J. Pierpont Morgan had 
effected a “gentlemen’s agreement” 
limiting anthracite production and 
boosting its price. 

Selling Frenzy. On Tuesday, Dec 
7, however, the courts dashed a 
Wabash Railroad reorganization 

*But this year’s probable turnover of 
around 1,020 million shares lags behind 


1929’s_ still-standing record of 1,125 mil- 
lion by a fair margin 


Dong Kingman, who 
painted this month's 
cover, is one of Amer- 
ica’s most successful 
artists. “Everything I 
bet on,” says Dong, 
“comes in. It’s like a 
horse.” Born in Cali- 
fornia and brought up 
in Hong Kong, King- 
man won the critics’ ap- 
proval in San Francisco 
during the Thirties, has 
never lost it. His work 
has been acquired by 
such art galleries as the 


70 Fifth Ave. New York 11, N. Y. Second-class postage paid at Post Office. New 


scheme and with it, temporarily, 
public enthusiasm. That Friday, 
liquidation began and continued 
through the beginning of the next 
week. On Wednesday, Decembe1 
15, with call money at 10°, came 
the climax: heavy selling until 
noon, a small recovery before one 
o'clock, another hour of sharp 
liquidating and finally, the satis- 
fied shorts covering from two 
o'clock until the 3 p.m. close. 

When the results of the day's 
frenzied activity were tabulated, it 
was found that an astounding 
1,096,509 shares had been traded, 
twice the normal volume. The loss 
leaders of the day, had four- to 
six-point declines. 

But for those requiring that a 
diamond anniversary story have a 
happy ending, it should be noted 
that the December 1886 decline 
was.” short-lived. The market 
quickly recovered and went on to 
a new high in June 1887 


Metropolitan, Whitney 
and Art Institute of 
Chicago, has also ap- 
peared in many major 
publications. ForBEs’ 
cover, as Wall Street 
habitues well ~ know, 
shows Trinity Church 
from Wall Street at 
Christmastime. For 
more of Dong’s work, 
take in the new film 
musical, Flower Drum 
Song. Dong did the 
paintings that appear 
with the titles 


Volume 88 
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Here’s all 
we have to know 
to open your account... 


That's right. Dealing with a broker | 


can be as easy as filling out this form. 


If you think you might like to buy 


stocks or bonds—now or any time in | 
the future—why don’t you fill it out 


and mail it in? 


It won't obligate you in any way, 


but it will enable us to set about the | 


business of opening your account. 
Once that’s done, we'll let you know, 
and then any time you want to buy or 
sell securities, all you'll have to do is 
give us a call. 


~ NAME (Please Print) 





Mailing oddress (Street) 


(City) 7‘ (Zone) ‘ (State) 


Business Phone 


Home Phone 


Are you over 21? Are you a U. S. Citizen? 





Have you ever been a customer of this firm before? 


What office? 





Nome of your bonk 


To comply with New York Stock Ex- 
change regulations, please supply the 
following information about yourself— 
or if you're a married woman—about 
your husband 


Name of employer 
Kind of business Position 


Signature 


Department $D-101 


MEMBERS N.Y 


MERRILL LYNCH, 
PIERCE, 


FENNER & SMITH INC 


70 PINE STREET, NEW YORK 5, NEW YORK | 

















TOCK EXCHANGE AND OTHER | 
PRINCIPAL STOCK AND COMMODITY EXCHANGES | 


READERS SAY 


Gourmets? 


Sir: Thoroughly enjoyed your article 
on “The Greatest Show On Wall Street” 
(Forses, Dec. 1). But you've erred twice: 
the food is not soggy; and there are 27 
other (not 23 as you state) financial 
analysts societies in the U.S. and Canada. 
Also five more in Europe, one in South 
Africa and one in Australia. 

—WakrREN Burns 
Managing Editor, 
Financial Analysts Journal 


New York, N.Y. 


ForsBes concedes that it erred on the 
number of societies, but stands firm on its 
opinion of the food served at the Man- 
hattan analysts’ luncheons—Eb. 


Smart Question 


Sir: On page 29, of the Dec. 1 issue 
(“The Greatest Show On Wall Street”) 
you take to task a younger questioner for 


| asking “How many employees of dealers 
| selling your organs can play it them- 


selves?” 

The question is an excellent one in that 
it attempts to evaluate one of the most 
important phases of selling: the adequacy 
of sellers to really sell. 

J. J. DAPIcE 
New Canaan, Conn. 


Good Americans 


Str: General Shoup and Admiral 
Burke . . . understand the principles of 
good citizenship (Forses, Dec. 1) and of 
conscientious performance of duties, im- 
portant in both civilian and military life. 

—JameEs E. MILLEY 
Macon, Ga. 


Return On What? 


Stir: In the Dec. 1 issue of Forses you 


| state: “Last year Bristol-Myers earned a 
| solid 22% 


on its stockholders’ money.” 
My arithmetic computes earnings of 
$2.05 on a market price of 64% as ap- 
proximately 3%. I cannot reconcile this 
with your statement. Please elucidate. 
—C. C. Park 


| Silver Springs, Md. 
All filled out? Then just mail it to— | 


Stockholders’ money in this case refers 
to stockholders’ equity—i.e., the assets 
actually invested in the business. Stock- 
holders’ equity is what management ac- 
tually has to work with—which has little 
to do with the price tag that the stock 
market may put on a company—Eb. 


One Man’s Mede 


Sm: You have erroneously ascribed a 
quotation to the Koran (“Thoughts,” Nov. 
15, p. 62). . . . The quotation reads as 
follows: “If I had but two loaves of 
bread, I would sell one and buy hya- 
cinths, for they would feed my soul.” 

This is from the famous “Gulistan” 


(Rose Garden) by the Persian 
Muslih-ud-Din Sa’di. 
—Lutri M. Sa’pr, M.D. 


poet 


Detroit, Mich. 


We stand humbly corrected—Eb. 


Golden Goal 


Sm: As an American Viscose stock- 
holder I did not realize until your issue 
of Dec. 1 (p. 12) that the company had 
no goal. May I ask you to suggest one 
to them? Viz: Make more money! And 
how about spinning off to us greedy 
owners that nice $40 worth of Monsanto? 

—CHARLES EBERSTADT 
Plainfield, N.J. 


The Adniinistration 


Smr: As one who works on Capito! 
Hill . . . I worry not whether the admin- 
istration is antibusiness, but whether 
business is -antiadministration. Neither 
is good for the country and both are self- 
defeating. 

—JAMES A. DUPREE 
Washington, D.C. 


Sm: Having noted a letter in the Dec. 
1 issue which said in brief, “Cancel my 
subscription,” because you presumably 
said something nice about the President 
of the United States, I thought perhaps 
someone should write and thank you for 
the breath of free air which your editorial 
comment directs toward current econom- 
ic and political affairs. . . . 

We whose future lies in the free econ- 
omy of individual enterprise need more 
than ever before to conserve and broaden 
our powers of reason and objectivity. 

I shall not cancel my subscription. 

—Netm PARSONS 
Dallas, Tex. 


Columnists vs. Editorialists 


Sm: Your editorial concerning the col- 
umnists vs. editorial writers (Nov. 15 
p. 12) made me wince. You are indeed 
confined to the eastern seaboard and its 
newspaper editorials. Here in Indiana 
we are blessed with fine opinion in our 
editorial pages. The drivel and mishmash 
is produced by the columnists. 

—Dr. R. M. Sterzet 
Fort Wayne, Ind. 


Str: That our much-maligned craft 
should win such warm praise from a sea- 
soned observer is indeed cause for re- 
joicing and rejoice I do. 

—Hers CAEN 
Columnist, 
San Francisco Chronicle 
San Francisco, Calif. 


Str: Many readers disagree with you 
regarding Drew Pearson’s column. To us 
he is a keyhole listener, a wire tapper, a 
scandalmonger, and first, last and al- 
ways a Democrat with an uncanny abil- 
ity to slant the facts. 

—Marcaret S. LEISTER 
State College, Pa. 
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TRENDS & TANGENTS 


Branching Out. Commonwealth Oil 
Refining, hurrying to make up for lost 
time now that it is at last solidly in 
the black (see Forses, Feb. 15), an- 
nounced plans for a new $6.5-million 
petrochemicals facility adjacent to its 
refinery at Ponce, Puerto Rico. Funds 
for the new plant will probably be 
generated internally, since Common- 
wealth made $8.3 million on $66.8-mil- 
lion sales in 1961’s first nine months. 

* @ . 

The Littlest Inch. Fuel oil by pipe- 
line is the latest riposte in the oil 
companies’ duel with natural gas for 
the home heating market. Seventeen 
hundred new homes in three New 
York and Connecticut developments 
will get their fuel oil from large cen- 
tral tanks, with each house sup- 
plied through underground half-inch 
feeder lines. Obvious advantages for 
the home owner include space savings 
and assured supply during bad 
weather; for the oil supplier, a cap- 
tive market. 

. s . 

More Money For All. The New York 
Stock Exchange has a suggestion to 
“free” billions of dollars for reinvest- 
ment and increase federal tax rev- 
enues to boot: just reduce the 25% 
capital gains tax. A survey done for 
them by an outside firm claims that 
if the tax were cut 124%2%, stock- 
holders would sell some $62 billion 
worth of securities they would other- 
wise hold. For the Government, a 
$1.5-billion windfall they would other- 
wise never get. What would all that 
selling do to stock prices? The Big 
Board doesn’t say. 

* » : 
The New Breed. Borden Company 


President Harold W. Comfort fore- | 


sees a strange new world for the de- 
scendents of his Elsie the contented 
cow. By 1985 the population explo- 


sion will push dairy cows out of their | 
green pastures and into multi-storied | 
What’s more, geneticists will | 
develop entirely new breeds that can | 


barns. 


stand climates too harsh for today’s 
cows. 
+ ° > 
Pot & Kettle. American businessmen, 
highly sensitive these days to reports 


of European manufacturers flooding | 


U.S. markets with cheaper products, 
saw the situation reversed last month. 
British producers of polyethylene 
charged U.S. chemical companies with 
dumping polyethylene at some 10 


cents below the current British price. | 
And in France the government slapped | 


a $14.30 (per 220 pounds) anti-dump- 
(CONTINUED ON PAGE 53) 
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HARSHAW SERVES INDUSTRY 


e With more than 1000 chemicals 

e Manufactured at five plants 

e Sold by sixteen product divisions 
e Through twelve stocked branches 


HARSHAW has issued 223 consecutive 
dividends over a span of more than 50 years. 


> 
,Is 


LE 


For literature describing Harshaw's activities, write to 


4cmaw THE HARSHAW CHEMICAL CO. 


1945 East 97th Street «+ 


Cleveland 6, Ohio 








Second Offering 


F 


U. S. GOV'T 


Numerous Conversion Possibilities 
Located in San Francisco Bay Area industrial tract 
between Pittsburg and Antioch, California 
Formerly Pacific Ordnance Stee! Foundry 


SEALED BID OPENING JANUARY 17, 1962 
(3:00 P.M. PST) 


w Ready to operate Steel Foundry consisting of 
31-Foundry, Utility and Administrative Buildings 
on approximately 41.146 acres. Buildings and 
equipment maintained in a “ready status.” 
w Strategically located in rich, Pittsburg-Antioch 
Industrial Area and adjacent to existing Columbia- 
Geneva Steel Mili, Sheli Chemical Co., U.S. Steel, 
Linde Air Products, Pacific Gas & Electric, etc. 
% 50 minutes from San Francisco-Oakland Bay 
Area with easy access via State routes «24 and °4. 
Proposed freeway will link area with Oakland within 
a few years. % Adequate existing residential area 
housing industrial workers nearby... new resident- 
ial sub-divisions developing rapidly. % Served by 
Santa Fe Railroad spur track. Located near ship- 
ping channels. & Attractive Financing. 


WRITE OR TELEPHONE FOR INVITATION, BID 
& ACCEPTANCE FORMS NO. GSA-UDS-9-LB-3 
AND DESCRIPTIVE BOOKLET TODAY. 


GENERAL 
a SERVICES 
ADMINISTRATION 


Utilization & Disposal Service + Business Service Center 
49 Fourth Street « Phone YUkon 6-3500, Ext. 3426 
San Francisco, California 





MODERN SEATING 


FOR ANY OFFICE BY ey Mb 


This complete new line makes conventional 
offices look modern, looks just right in con- 
temporary offices. Improves efficiency of the 
whole office force because each member sits 
just right, feels just right. Seurdy construction 
with wide choice of fabrics insures years of 
trouble-free service. 


Designed by Lute Wassmann of 
Klein-W assmann Design Co., Chicago 


N. Y. Showroom: 440 4th Ave. 





IN HUNDREDS OF DIFFERENT WAYS 


GENERAL TELEPHONE & ELECTRONICS 


IS CREATING A NEW WORLD OF LIGHTING 


For more than 60 years our Sylvania 
Lighting Division has made it their 
business to push back the darkness 
and bring in the light. Today, with more 


than 6,000 different kinds of lamps to 
offer, Sylvania is among the leaders in 
the great and growing field of lighting. 
Here are three of our newer lamps. 


NEW “GRO-LUX” 
FLUORESCENT LAMP 


...anew radiation source that 
makes certain plants grow better 
and faster. This new kind of light, 
developed by Sylvania, actually im- 
proves on sunlight. Provides con- 


NEW SUN GUN 
MOVIE LIGHT 


...at last makes it easy to take 
great home movies indoors. Made 
with the powerful iodine quartz 
lamp, the Sun Gun Movie Light de- 
veloped by Sylvania is compact and 


NEW PANELESCENT™ 
SIGN-LITE 


... uses the principle of electrolumi- 
nescence—the first new light source 
in decades—to revolutionize the mak- 
ing of illuminated signs. Sign-Lite 
modules make a sign that is weath- 


trolled radiation for basic research 
and commercial experiments. 


lightweight. Yet it outperforms all 
other home movie lights made. 


erproof, shatterproof and shines 
even when riddled with bullets! 


For information concerning the products shown here, write General Telephone & Electronics, 
Dept. 23, 730 Third Ave., N.Y. 17. 
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GENERAL TELEPHONE 
& ELECTRONICS 


... leader in the complementary fields of 
communications, electronics, automation, 


SUBSIDIARIES: 


General Telephone Operating Companies in 3! states 
General Telephone & Electronics Laboratories 
' General Telephone & Electronics International 

General Telephone Directory Company 

Automatic Electric Company 

Electronic Secretary Industries 

Leich Electric Company 

Lenkurt Electric Co. 

Sylvania Electric Products 
Argus Cameras Division Microwave Device Division 
Chemical & Metallurgical Division Parts Division 
Commercial Electronics Division Photolamp Division 
Electronic Systems Division Semiconductor Division 
Electronic Tubes Division Special Products Division 
Home Electronics Division Sylcor Division 
Lighting Products Division 


lighting, research and national defense. 
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“With all thy getting get understanding” 


LET “EM UP FOR AIR 


Still another batch of damage suits has been heaved 
at the electrical manufacturers following the conviction 
of 29 of them last February for violating the antitrust 
law. This last onslaught asks for a sum estimated to be 
in excess of $100 million, and is added to approximately 
150 other suits filed all over the country by 27 groups 
of utilities. 

Those companies found guilty in the Government's 
action rightly found few defenders. Nothing since some 
of the pre-crash actions of business tycoons has so jolted 
the free enterprise system. Some of the firmest and con- 
sistently loudest voices on behalf of free enterprise have 
been the heads of great corporations. When it turns out 
they want all the profits of cartels and concealed monop- 
olies along with the perquisites of free enterprise, it 
is not only disillusioning; it’s disgusting and dangerous 
to the very economic system on which American strength 
and freedom depends. 

But the whistle was pretty effectively blown by the 
courts last February, so most others playing this game, 
or tempted to play it, since then have straightened up 
and started to fly right. Residence in the jug has as little 
appeal to businessmen as it does to other mortals. 

The ever increasing flood of stupendous damage suits 
and other legal actions against the electrical industry 
is creating a mess of staggering proportions. It’s time 
some brilliant legal eagle began figuring how to un- 
scramble the omelet, instead of adding large gobs of 
ingredients. Lawyers tell me the present suits, if pursued 
in all aspects, can bog down the entire federal court 
system. 

I am not quarreling with the utilities who may feel 
that they have been “had” to some degree on prices fox 
some time. If that’s the way they feel about it, they owe 
it to their stockholders to try to get some of the money 
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FACT AND COMMENT 





by MALCOLM S. FORBES 


back. I will wager a bag of gold-covered chocolate coins, 
however, that in the ensuing decades only the myriad 
lawyers and law firms involved will end up making 
anything out of the actions. 

As for the effect on the stock and earning prospects 
of the two biggest electrical companies involved—General 
Electric and Westinghouse—I personally wouldn't sell 
my shares—if I had any. I believe the impact has already 
been discounted. 

Meantime all hands—defendants, plaintiffs, Govern- 
ment—ought to devote a small fraction of the time and 
talents the ultimate pursuit of present actions may take 


to evolve a formula or solution to the present mess 


GROWTH VS. SWELLING 


Love, says the song, is a many-splendored thing. A 
lot of companies think size is too. 

A notable few have proven it. 

Hugeness has never prevented American Telephone & 
Telegraph from being able to bend over and tie its 
shoelaces. Dependent on multiple politically-appointed 
regulatory agencies for rates, consistently through the 
decades AT&T has used every proper channel to keep 
the public posted on all aspects of its progress and prob- 
lems. The result? Rates sufficient to enable it to raise 
the incredible sums necessary to finance fabulous growth 
while maintaining superlative service. 

Yet even in this field, until recently completely domi- 
nated by one of the most ably managed companies in 
our corporate history, another outfit has developed, Gen- 
eral Telephone and Electronics. Under the driving, dy- 
namic Don Powers this outfit has enjoyed amazing 
growth. 

In the fiercely competitive automotive field, General 


Motors has not often let its size cause it to stumble. 





The records of yesteryear and the performances of 
this year, however, are -oaded with examples of com- 
panies who mistook and mistake corpulence for muscle. 
They seem to forget that a swelling Gross with de- 
clining or no net to the investor is indeed gross, with a 
small g. 

Any child soon learns that an overblown balloon 
bursts. Corporate moguls who assume they will become 
mogulier by merely multiplying their Gross ought to 
buy 10 cents worth of balloons and learn something that 


children as well as financial analysts can tell them. 


THE IMPORTANCE OF FAILURE 


A vital ingredient of sustained success is occasional 
failure. Decision-making is a prime responsibility of 
those in top positions, and their batting average between 
right ones and wrong ones must be high. 

Being right most of the time is pretty heady medicine. 
The higher one is the less likely are subordinates and 
associates inclined to argue. Certainly they are unapt 
to point out or remind the boss of his boo-boos. 

Apparently it is not a long leap from being right most 
of the time to the assumption that one is right all the 
time At this point there is nothing as essential as an 
unmistakable mistake of some magnitude to restore the 
perspective that is needed to insure continued success. 

Joe Louis was long a champion as a result of being 
upended—once—by Max Schmeling. Floyd Patterson 
came back stronger than ever after Ingemar Johansson 
gave him a taste of defeat, but no continued appetite 
for it. 

A business big.shot who has never laid an egg—in his 
insulated opinion—is in the position of a hen under a 


similar handicap: about to be made a meal of. 


“Descent from the Ring’”’ 
Painted by Joseph Sheppard 


Vot yet the mode in Moppet America 
SHARP BUSINESS PRACTICES 


I am sure all of us are familiar with many lines, from 
the plumb ones on ships to the love ones by gigolos. But 
have you heard of the “ear line”? 

Well, your barber has. 

I think Webster’s Dictionary could better define speed 


as the time between when your youngster gets one hair- 


cut and needs another. It is all connected with the ea: 


line. 

I discovered this wrinkle the hard way, sitting one 
afternoon while five youngsters got clipped. The shears 
flew, the hair blew and the bill was astronomical. Within 
a couple of weeks of this costly occasion I received word 
from one of the boys’ teachers. My prodigy wasn’t doing 
so well in oral quizzes. Maybe he wasn’t hearing so well 
because his hair had grown over his ears, suggested the 
teacher. 

At that point I finally caught on to what must be the 
“Take 


off as much or as little as they want, but above all never 


first principle taught in barbers’ Clipper College: 
take much off above the ears.” It is as difficult to get a 
barber to “lower” a kid’s ears as it is easy to get him to 
raise his prices. 

By studious attention to the ear line, barbers make 
sure that haircuts don’t last any longer than your wife’s 
$50 hairdo by Mr. Kenneth. 

I thought of one alternative. An old one. Inverting 
a suitable mixing bowl and applying the scissors from 
the sewing basket. The kids objected, however, that 
the hair style of Prince Charles had not yet become the 
mode in Moppet America circles. 

If Attorney General Kennedy really wants to save us 
laboring Americans from pocket picking by American 
business, he can shift his attention from those two-bit 
violators of the Sherman antitrust act and look into the 
racket. 


‘ear line’ 
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Hawaii bids ‘Aloha’ and a warm welcome to a new star in the Islands... 
Texaco. Shown here receiving a traditional greeting are the first of the Islands’ 
new Texaco Dealers and their able assistants. Only Texaco, at the sign of the 
big red star with the green T, serves motorists in all 50 states of the U.S.A. 
Texaco, pioneer and one of the leading producers, refiners and marketers of 
petroleum, takes pride in serving Hawaii, and continuing its capital investments 
in the economies, the people and the progress of the Free World. A 

TEXACO: SYMBOL OF WORLD-WIDE PROGRESS THROUGH PETROLEUM vis 
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President, The Standard Oil Company (Ohio) 


Charles Spahr tells 
why he feels 
Cleveland-Northeast Ohio 
is better than ever 


“From our point of view, Cleveland-North- 
east Ohio, widely known as ‘the best location 
in the nation,’ is now better than ever. The 
area has shown a steady growth in industrial 
output and in population. Of even greater 
importance, it is within 500 miles of more than 
half the nation’s population—and it is abun- 
dantly supplied with facilities to reach this 
market by air, water, rail or road. To anyone 
engaged in marketing, this means a growing 
opportunity for the future.” 


BEST LOCATION IN THE NATION. Cleveland-Northeast Ohio 
is within 500 miles of 75% of America’s industries, 60% of the 
population, 8 out of 10 of the nation's top markets. 


LAKE WITH A DUAL ROLE. Primarily, of course, Lake Erie 
means an unlimited amount of cool water; but with the St. 
Lawrence Seaway, it also means world outlets for our products. 


RESEARCHVILLE, U.S.A. Cleveland TRANSPORTATION HUB. “The 
ranks lst in Ohio, 4th in the nation, best location” is served by nine 
in research facilities. About 350 scheduled airlines, eight railroads, 
companies and over 16,000 workers and is near the Ohio turnpike for 
are engaged in research here. fastest overland bulk shipments. 


Whatever your needs, whether for THE CLEVELAND ELECTRIC ILLUMINATING COMPANY SERVING 


national headquarters, sites for plants, 
research, distribution or warehousing 
facilities, look to Cleveland-Northeast 
Ohio. For specific information, write 
or call Richard L. DeChant, Manager 
of Area Development Department. 
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Cleveland-Northeast Ohio 


the best location in the nation 
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FLURRY OVER SLURRY 


Just when things were starting to look up for 
the hard-pressed eastern railroads, they received 
an only lightly disguised ultimatum from their 
best customers: cut rates or lose coal traffic. 


THE PARTNERSHIP between coal and the 
railroads has been both long and 
durable. While motor trucks skimmed 
the butter off their bread-&-butter 
general freight traffic, the eastern 
roads continued to carry the bulk of 
the 304.5 million tons of bituminous 
coal that move annually between 
eastern mines and the consumers. 

For the Baltimore & Ohio, New 
York Central and Pennsylvania, coal 
has probably meant the difference in 
recent years between solvency and 
bankruptcy (see table, p. 14). For 
the Chesapeake & Ohio and the Nor- 
folk & Western, coal has brought a 
level of long-term prosperity rarely 
matched anywhere else in the in- 
custry 

Body Blow. Last month, however, 
Consolidation Coal and Texas Eastern 
Transmission proposed a major threat 
to this ancient partnership. They an- 
nounced plans to build a $100-mil- 
lion, 350-mile pipeline, linking such 
East Coast cities as New York and 
Philadelphia with the Pennsylvania 
and West Virginia coal fields. The 
key to it all was a grimy viscous sub- 
stance called slurry (see picture), a 
mixture of coal and water. 

Coalmen had long dreamed of such 
a project but there were technical 
problems. To flow through the pipes, 
the coal had to be mixed with water: 
at the other end it had to be labori- 
ously dried out again. But in last 
month’s tests at a _ utility station 
in South Amboy, N.J., technicians 
proved that a slurry of 70% pul- 
verized coal and 30% water, liquid 
enough to flow through a pipeline, 
can be burned wet. 
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Many Economies. That gave the 
coalmen what they had been waiting 
for: a way to take advantage of the 
economies of pipeline transmission. 
For one thing, it would make it pos- 
sible for utilities to build, coal burn- 
ing generating plants without ex- 
pensive railway unloading facilities. 
The slurry would also be cheaper to 
handle at the delivery end for already 
existing plants. And, most important 
of all, it would make possible sharp 
cuts in the cost of shipping coal to the 
East Coast. 

Behind the whole project lay an 
old complaint of coalmen. For years 
now, the coal miners have complained 
bitterly that the railroads, which 
carry 75° of all bituminous coal pro- 
duced, have been insufficiently sym- 
pathetic to the coal industry’s com- 
petitive problems (see chart, p. 14). 
Though the average mine price per 
ton of coal has actually declined 2.3% 
in the last decade, the average freight 
revenue per ton has risen 10.7°.. Even 
so, utility coal consumption in the 
last decade has increased 97°.. Thus 
if slurry proves as attractive as Con- 
solidation hopes, it could do two 
things: open up a growth market of 
impressive proportions for coal, and 
deliver a crushing blow to the eastern 
railroads. 

Fair Warning. For the eastern roads, 
announcement of the proposed pipe- 
line was a blow but not a total sur- 
prise. Four years ago, Consolidation 
began operating a commercial 108- 
mile line* between its coal fields at 

*Consolidation offered a 45% interest in 
the line to the Pennsylvania, New York Cen- 


tral and Nickel Plate, the three roads serving 
the area, but all three declined 


FINANCE 


December 15, 196! 


Cadiz, Ohio and Cleveland Electric 
Illuminating Co. Though the pipeline 
was successful and profitable, the 
method of dewatering the slurry for 
burning proved unduly expensive. 

Once the water problem seemed 
beaten, Consolidation and Texas East- 
ern proposed building a line with a 
capacity of 6 million to 8 million tons 
a year vs. 1.2 million for the Cleve- 
land line. (By contrast, such a lead- 
ing coal-carrying road as the Balti- 
more & Ohio carries more than 40 
million tons a year.) 

Since the bulk of their east-bound 
coal traffic is in metallurgical coal, 
both the N&W and C&O were largely 
immune to the pipeline’s threat. The 
B&O would be more seriously affected 
and, to a lesser extent, so would the 
Pennsy and New York Central. But 
even the C&O recognizes the pro- 
posed line as a threat to the entire 
industry. “Any innovation,” said C&O 
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President Walter Tuohy, “that affects 
the transportation of coal in the East, 
directly or indirectly, has an effect on 
the C&O.” The reason was obvious: 
Today's pipeline to Philadelphia and 
New York might well prove the pro- 
totype of tomorrow’s pipeline to 
Hampton Roads. “The railroads,” 
added Norfolk & Western’s Stuart 
Saunders, “will not sit idly by and 
see a thing like this happen. If the 
pipeline is competitive with the rail- 
roads, the railroads will have to com- 
pete.” ‘ 

Who Has The Edge? But how will 
they compete? Though few railroad- 
men are willing to admit it openly, 
there is only one way they can: by 
cutting their own coal rates sharply. 
“Personally,” says B&O’s President 
Jervis Langdon, “I’m convinced that 
rail transportation has the edge and 
can beat a pipeline. But in order to 
do this, rail transportation must be 
free to exploit its full economic po- 
tential. This will come about when 
rigid regulatory provisions are thrown 
away—as they should be, promptly.” 
Put bluntly, Langdon was saying that 
the ICC must allow the rails to set 
lower rates on coal. 

There were plenty of precedents for 
such rate-cutting. When Consolida- 
tion’s Cleveland line went into opera- 
tion, the railroads cut their rates by 
$1.05 a ton on movements of coal 
to Cleveland Electric Illuminating’s 
Avon plant. More recently, the rail- 
roads headed off another projected 
pipeline between southern Ohio and 
Detroit with a long-term contract 
that made rail-berne coal more at- 
tractive. Explains the C&O’s Tuohy: 
“They were using 6.5 million tons 
of coal a year at Detroit Edison; we 
offered them an incentive rate. De- 
troit Edison knew the economics of 
the situation, and the problem was 
resolved to the mutual satisfaction 
of both the railroads and the utility.” 

Needed: Innovations. Can the pres- 
ent problem be resolved to their mu- 
tual satisfaction? If it can, there is a 
fair chance that the pipeline will 
never be built. But in order to cut 
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LIFE BLOOD 


For the big eastern railroads, bituminous 
coal constitutes the single largest freight 
commodity, provides a large proportion of 
freight revenues, and in most cases, an even 
higher proportion of operating income. 


bituminous 
tonnage 

(millions) 
61.8 
61.0 
53.2 
51.1 


43.2 


% freight 
revenues 


47.9 
69.9 
16.3 
17.8 
26.5 


% total 
tonnage 


60.9 
77.2 
33.0 
38.3 
43.4 





C&O 
N&W 
PRR 
NYC 
B&O 











their coal rates and still make a profit, 
the railroads will have to come up 
with some technical innovations of 
their own. The railroads, says the 
Pennsy’s President Allen Greenough, 
are already doing just that. A consult- 
ing engineering firm is currently de- 
veloping a radically new integral 
freight train, in behalf of 35 railroads. 
A semi-permanently coupled unit, the 
integral train would transport train- 
loads of up to 24,000 tons of a single 
commodity, twice the industry’s cur- 
rent trainload capacity, at speeds 
unattainable by any other bulk com- 
modity carrier, and do so at a drasti- 
cally reduced cost. Says Greenough: 
“We think [such new forms of rail 
service] will prove just as efficient as 
the projected pipeline, will match or 
surpass it in service.” 

“Selling Points.” .Whether such in- 
novations will work, and whether 
they can offset cuts the railroads may 
have to make on coal is still an open 
question. For there is no doubt that 
the technical feat of burning wet 
slurry has given coalmen a strong 
bargaining hand. In the end, the rail- 
roads will probably keep the bulk of 
the traffic—but not without cost. Said 
Tuohy, with a touch of wistfulness: 
“They have what they think are cer- 
tain selling points and they’re going 
to use them. This hurts the railroads. 
But as an old coal man I can see both 
sides.” 








Railroad coal rates have 
increased nowhere neor so 
fast as those on other com- 
modities. Even so, coal men 
are pressing for lower rates 
to help keep coal competi- 
tive in East Coast markets. 




















OIL 


WHAT’S IN 
A NAME? 


Plenty, if like Gulf's new 

Gulftane, the name is derived 

from a well-known brand and 
undercuts the opposition. 


ALL YEAR LONG, U.S. oilmen have been 
embroiled in the hottest marketing 
battle in more than a decade. Not 
since the scramble in the years just 
after World War II have so many 
giant companies been competing so 
aggressively. Standard Oil Co. of 
California bought Jersey Standard’s 
good customer Kentucky Standard. 
and Jersey promptly retaliated by 
buying a string of service stations in 
Kyso’s big southeastern-U.S. terri- 
tory. Jersey’s Esso operation began 
testing a new intermediate grade 
of gasoline. Sun Oil expanded its 
multi-grade gasoline pump from six 
to nine grades in some areas. In 
fact, of all the major companies, 
only Texaco was remaining relative- 
ly aloof and Texaco, it seems, usually 
does. 

Chilling News. But by far the most 
aggressive marketer these days is 
Pittsburgh’s Gulf Oil Corp.* While 
other companies were still testing 
new brands, or still pushing for a 
national uniform marketing setup 
(Indiana Standard, for example), 
Gulf’s Chairman William K. White- 
ford last month ordered his new low- 
priced gasoline brand, Gulftane, into 
nearly every one of his 36,000 service 
stations in 39 states. 

Since Gulftane sells for 1 cent to 2c 
less than any “regular” brand, the 
news was disturbing indeed to com- 
petitors. Whiteford’s new “combat” 
grade of gasoline was obviously aimed 
at cutting into the independent’s 
share of the market (an estimated 
25%). As long as cut-rate gasoline 
sold under independent brand names, 
oilmen at least hoped that a nation- 
wide price war in standard brands 
might be avoided. But the danger 
was that Gulf’s move could crack an 
already shaky gasoline price struc- 
ture wide open. Even so, mid- 
continent prices were off 20% from a 
year ago. Said one marketing man 
on hearing the news: “Gulf is tear- 
ing up the market.” But another 
rival grudgingly conceded: “Gulf just 
got the jump on the rest of us.” 

A Bold Step. In fact, Whiteford had 
taken a bold step. By drawing a 

*Gulf Oil Corp. Traded NYSE. Recent price: 
41!,. Price range (1961): high, 423g; low, 3254. 
Dividend (1960): $1. Indicated 1961 payout: 


$1.20. Earnings per share (1960): $3.20. Total 
assets: $3.2 billion. Ticker symbol: GO 





HOISTING GULFTANE SIGN: 
rivals watched nervously 


bead on the independents, he was go- 
ing after the fastest-growing chunk of 
the gasoline market: the estimated 2 
million barrels that are sold daily in 
the U.S. for 2c less a gallon than the 
major companies’ regular brands. Up 
until now, the big companies have had 
a good reason for not competing in 
the off-brand market: The independ- 
ents have been their favorite dump- 
ing ground for surplus gasoline. This 
arrangement has prevailed for years. 
The independents had their cut-rate 
prices; the big refiners had their 
“regular” brands and offered, usually, 
better service. 

That Gulf was the first major com- 
pany to challenge the traditional re- 
lationship is not surprising. In the 
past few years, no giant oil company 
has been more venturesome than 
Gulf. In that frame of mind, White- 
ford has taken a fresh look at all of 
Gulf’s potential markets. Low-priced 
gasoline looked like the best bet. 
“Private brands,” says he, “can mur- 
der the majors with a 2-cent or 3- 
cent spread. They once had 5% of 
the business; now they have 25%. 
We can’t continue to let them sell the 
same quality of gasoline for 2 cents 
or 3 cents less.” 

Who Started It? Whiteford first 
moved into the cut-rate market in 
mid-1960 by buying a string of 700 
service stations selling low-priced 
gasoline on the West Coast under the 
brand name of Wilshire. This year, 
he branched out with Gulftane, test- 
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ing it in San Antonio, Indianapolis, 
Buffalo and Norfolk (Va.). The tests 
have been successful. Wherever it 
has been tried, Gulftane has grabbed 
30% of Gulf’s sales, and substantially 
boosted over-all station volume. But 
it is also true that wherever the new 
gasoline has gone, price-cutting has 
followed. 

“It has started trouble everywhere,” 
says a Socony Mobil marketing man 
“What Gulf is doing,” cried a dis- 
traught Esso marketing expert, “is 
suicidal; the independents have never 
let a major company cut in on their 
territory.” “Sure, we get blamed,” 
argues a Whiteford aide. “But all we 
are doing is marketing a lower grade 
of gasoline.” 

Whoever is to blame—and for what 
—one thing is sure: Gulf is well- 


AIRLINES 


placed to more than hold its own. It 
has enormously profitable crude oil 
reserves in both the U.S. and abroad. 
And as bad as the price wars have 
been this year, Gulf’s marketing boss, 
John L. Lenker insists: “We are mak- 
ing a profit out of marketing.” 

Nevertheless, breaking into the cut- 
rate market seems to have had its 
price. Among the four biggest U-S. 
oil companies, Gulf’s profit was the 
only one that suffered much in the 
third quarter. The company’s earnings 
declined 6% to 77c a share. Mobil’s 
and Jersey’s third-quarter profits 
were virtually the same while Texa- 
co’s jumped 6%. But profits aside, 
Whiteford was getting new volume 
out of Gulftane and it was clear last 
month that he was going after even 
more of it 


ELASTICITY & EMPTY SEATS 


Will lower fares stretch the airlines mar- 


ket? 


Will higher fares shrink it? That's 


the argument currently raging—awith Conti- 
nental, as usual, taking the minority view. 


Amonc U.S. airlines, Robert Six’ me- 
dium-sized Continental Air Lines has 
been shaping up as something of a 
maverick this year. Last summer it 
stubbornly refused to join the indus- 
try in eliminating food and _ liquor 
service from its coach flights, and so 
scuttled the proposed economy move. 
Last month Continental plunged 
squarely into the midst of another 
airlines controversy—and usual, 
took the nonccnformist point of view. 
The controversy centered around the 
argument as to whether the airlines’ 
market was, or was not, price elastic. 
An elastic market, to put it in ordi- 
nary English, is one where a cut in 
prices will stimulate demand to a 
considerable degree; an inelastic mar- 
ket is one where price changes either 
way will make little dif- 
ference to the volume of 
business. 
Slow Growth. Everyone 
was agreed that the air- 
lines business had shown 
distressingly little elas- 
ticity in recent years. 
Airline traffic had grown 
at the rate of 18% a year 
between 1950 and 1957, 
but thereafter slowed to 
6% and came to a dead 
halt in 1961. The big ques- 
tion, therefore, for the 
Civil Aeronautics Board, 
whose job it is to fix 


fares: Will a cut in fares start the traffic 
curve rising again; or is the market so 
inelastic that fares can be raised with- 
out costing the airlines much traffic? 
Continental, almost alone, was fight- 
ing solidly for the lower fares argu- 
ment. “The nominal rate of growth 
experienced over the past several 
years,’ Continental last month told 
the CAB, “has res: n a critical 
financial position f iirlines in- 
dustry. We have-reached the cross- 
roads wherein some action must be 
taken to increase substantially the 
total air travel market.” Continental's 
solution: not an increase in fares, but 
a third “economy class” service, priced 
25% below existing coach fares. 
Setting Up A Howl. Almost to a man, 
Continental’s competitors set up a 


PATTERSON 





JETLINER READY FOR TAKEOFF: 
howl. United Air Lines, the largest 
carrier, termed the proposal “unjust 
and unreasonable.” The resulting 
losses, declared President William A 
Patterson’s statement, “may make it 
impossible for a large section of the 
industry to meet its fixed obligations. 
This can only mean bankruptcy... .” 

Trans World Airlines called the 
plan “the most unreasonable and ill- 
considered proposal ever submitted to 
the Board,” but, like American Air- 
lines, filed a competitive tariff any- 
way. United refused to do so. The 
proposal, United charged, is “a de- 
vice to give [Continental] a tempo- 
rary advantage in an effort to reverse 
its rapidly deteriorating participation 
in the competitive markets which it 
serves. It is a move of desperation. . 

Continental’s boss Bob Six shot 
back: “Continental successfully com- 
petes with the three largest transcon- 
tinental carriers over the major part 
of its system, doing so with the high- 
est operating profit margins of any 
trunkline carrier [Continental's 9.2°, 


how do you fill empty seats 


as against 4.6% for United].” 

Continental noted that private auto 
traffic was 14.7 times that of the air- 
lines industry in 1960, and insisted 
that lower rates would draw large 
numbers of people out of their cars 
and into the air. “Underlying the 
multiple attacks on this plan to stimu- 
late new air travel,” said Six, “is the 
apparently common belief that air 
transportation has lost its potential for 
further penetration of the competitive 
travel market.” Added Six: “There 
is substantial evidence that growth 
has been retarded to a marked degree 
by the considerable increases in the 
level of fares that have occurred in 
the past several years. Fare levels 
today are 16.4% higher in first-class 
and 34.8% higher in coach than they 
were in 1957, coincidently the last 
year in which the industry realized a 
substantial growth in traffic.” 

Can You Beat the Auto? United 
pointed out, however, that the princi- 
pal remaining competitor of the air- 
lines was the private ca:, and it con- 


by raising fares or by lowering them? 


fessed it had little hope of tapping that 
market. “The airlines cannot carry 
two to six passengers at the out-of- 
pocket costs ordinarily associated with 
the operation of the family automo- 
bile. . . . Merely to replace [the rev- 
enue lost through economy fares] 
would require the generation of 33'3°, 
more traffic above current 
levels, or 5,936,000 new passengers.” 

The Matter Rests. After considering 
the arguments, the CAB, by a three- 
two vote, suspended Continental's 
plan, not because the approach was 
absurd, as United argued, but because 
“there is substantial question as to the 
economic validity of the proposed 
fares if applied to the industry as a 
whole.” 

There the matter rested—with an 
apparent victory for the high-priced 
fare adherents. But it was no secret 
last month that the CAB was still 
sympathetic to the low-fare argu- 
ment, and the betting was that the 
airlines industry had not heard the 
last of the elasticity dispute. 


coach 





Under The Wire: In Man- 
hattan last month candidates 
rushed to take the examina- 
tion to earn the right to sell 
mutual funds and over-the- 
counter securities. After Jan 
1, 1962 the exams are sched- 
uled to get a good deal tough- 
er. Hence an exceptional rush 
to register for the exam—and 
perhaps, the look of concentra- 
tion on these examinees’ faces 
(For details see Mutual Funds. 
page 48.) 
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AUTOS 


THE LAW’S DELAY 


It was not so much the fact 

of Washington’s intervention 

in the Autolite-Ford merger 

that bothered businessmen as 
the timing of it. 


EverRYTHING had gone smoothly, too 
smoothly. Weeks before Philco Corp. 
held a special stockholders’ meeting 
to vote on liquidating their 69-year- 
old business and selling the assets, 
for stock, to Ford Motor Co., enough 
proxies had been counted to make the 
deal certain. When tellers formally 
counted the score late last month, the 
vote was overwhelming: 3.4 million 
shares in favor, 81,000 against. Yet, 
by then, the whole deal was under a 
cloud. 

“The Prayer.” Just 24 hours before 
Philco voted, a U.S. attorney marched 
into a Detroit federal court to chal- 
lenge yet another deal Ford Motor 
had made earlier this year—Ford’s 
acquisition, for $28-million cash, of 
the spark plug and battery business 
of Electric Autolite (Forses, Nov. 
15, p. 19). “Plaintiff prays,” Attorney 
General Robert F. Kennedy’s com- 
plaint read, “... that Ford be required 
to divest itself of the unlawfully 
acquired assets of Electric Autolite 
including specifically the trade name 
‘Autolite.’ ” 

The Government based its case on 
the Clayton Act (see box) charging, 
among other things in its eight-page 
complaint, that: 

e “Competition between Ford and 
Electric Autolite in the manufacture, 
distribution and sale of automotive 
parts has been eliminated... . 

e “The Ford dealer organization 
has been foreclosed to independent 
suppliers of spark plugs, batteries and 
other automotive parts. .. . 

e “Ford’s advantage over its smaller 
competitors in the manufacture, dis- 
tribution and sale of automobiles may 
be enhanced. .. . 

e “Mergers and acquisitions in- 
volving other manufacturers of auto- 
mobiles, parts or related accessories 
may be fostered... .” 

“Where Do We Stand?” Ford was 
confident the Government had no 
case. Said William T. Gossett, Ford 
VP and general counsel: “Before the 
transaction, Ford did not make spark 
plugs or batteries. Its leading com- 
petitor makes both.” But the Gov- 
ernment was no less confident. “The 
issue is noi whether Ford is entitled 
to anything General Motors has,” said 
William C. McPike, the Justice De- 
partment attorney in charge of the 
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case. “The issue is whether the ac- 
quisition is a detriment to compe- 
tition.” 

What bothered Ford officials most, 
however, was not the merits of the 
respective cases but the Government’s 
timing. “Since completion of the 
transaction last April,” said Ford’s 
Gossett, on hearing the news, “we 
have cooperated fully with the Gov- 
ernment in supplying it with docu- 
ments and other information pertain- 
ing to the acquisition. Until today, 
we have had no indication that the 
Government would challenge it.” 
Ford’s first notice was a phone call 
from the Justice Department to Ford’s 
attorney in Washington just one-half 
hour before the complaint was filed. 


“You're Neve: Sure.’ Why had the 
Government waited so long to drop 
its bombshell? “It took time for us 
to get the information we needed 
from the companies involved,” ex- 
plained McPike. Nevertheless, the 
whole thing left many businessmen 
wondering just how they could go 
about arranging any mergers at all 
if they could never be sure of Justice 
Department attitudes until too late. 
Could Ford, for example, go ahead 
with the Philco deal? It had every 
intention of doing so. Antitrust prob- 
lems with Autolite had nothing to do 
with Philco. But even as Ford pre- 
pared this week to take over Philco, 
government lawyers in Washington 
were scrutinizing the whole deal. 





CONGRESSMAN CLAYTON 


tions. 


was explicitly forbidden. 


teeth. 





LAWS AND MEN 


been virtually ignored; in others it has been used with such vigor 
that many businessmen have wondered whether it was being used in 
a way its author never intended: as a club for beating big business. 

The Clayton Act bears the name of Henry De Lamar Clayton, a 
courtly Alabaman who was chairman of the House Judiciary Commit- 
tee at the time. But it actually embodies Wilson’s determination, as 
part of his “New Freedom” platform, to plug loopholes in the Sher- 
man Antitrust Act of 1890. Among the provisions that 
bitterest opposition, the Clayton Act: 

e Prohibited price-cutting to drive out competition. 

e Made officers of corporations personally responsible for viola- 


The Clayton Act also declared that labor is not a “commodity or 
article of commerce” and that, therefore: 

e Labor unions were specifically exempted from antitrust laws. 

e The use of injunctions against unions, except in certain cases, 


Scarcely had the Clayton Act passed into law, however, before its 
provisions were quietly ignored under the stress of World War I. 
Through the 1920s, they were seldom invoked. It remained for the 
New Deal to revive it. Since then, businessmen, under both Demo- 
cratic and Republican administrations, have often felt the act’s sharp 


Wilson 
hailed it as a “clear and sufficient 
law to check the noxious growth 
[of monopoly] in its infancy.” 
Labor leader Samuel Gompers 
called it “labor’s charter of free- 
dom.” Yet the ink was not long dry 
on the Clayton Act, the 1914 Act 
of Congress used against Ford 
Motor last month, before it proved 
to be another demonstration that 
the power of a law lies not entirely 
in what it says but in how vigor- 
ously the law is used. 

During many presidential ad- 
ministrations the Clayton Act has 


President Woodrow 


inspired 











AIRLINES 


THAT MAN AGAIN 


TW A’s brass figured they fi- 

nally had Howard Hughes off 

their hands. Now they’re not 
so sure. 


THROUGH the years, eccentric million- 
aire Howard Hughes has built a well- 
deserved reputation for being totally 
unpredictable—and for not caring 
whose toes he steps on in the process. 
This approach hardly inspires confi- 
dence among the staid and conserva- 
tive banking fraternity. Before the 
banks would agree to finance the pur- 
chase of jets for Trans World Air- 
lines,* of which Hughes’ Hughes Tool 
Co. owns three-fourths of the stock, 
they forced him to put his shares in 
a voting trust and give effective con- 
trol to TWA’s new president, Charles 
Tillinghast. TWA’s long-harassed 
brass breathed a sigh of relief. 

Premature? The relief may have 
been a bit premature. Last month 
Hughes was back at TWA’s doorstep. 
He released to the Civil Aeronautics 
Board a private letter from Tilling- 
hast to Raymond Holliday, a Hughes 
associate who is a vice president of 
Hughes Tool Co. and a director of 
TWA. The “Dear Raymond” letter 
outlined TWA’s financial plight: With 
an expected loss of $36 million this 
year, the company might run out of 
cash by the end of 1902’s first quarter. 

The letter was presented by Holli- 
day last month before the CAB in a 
plea to allow Hughes to control fail- 
ing Northeast Airlines. Hughes has 
been picking up some gasoline bills 
for Northeast. The Hughes forces ap- 
parently intended the Tillinghast let- 
ter to indicate what happened to air- 
lines deprived of Hughes’ benefaction 
They also said that TWA might even 
be reduced to borrowing money from 
Hughes Tool. 

Obviously unhappy about the dis- 
closure, Tillinghast sent an open tele- 
gram to Holliday noting that the Sep- 
tember letter had been “private,” and 
that anyway, things don’t look so bad 
now. “We are not seeking, nor do 
we intend to seek, financial assistance 
from Hughes Tool Co.,” said Tilling- 
hast. 

Unfair Warning. Why had Hughes 
included the controversial TWA let- 
ter in his Northeast brief? Was it his 
way of serving notice that he plans to 
regain control of TWA from its trus- 
tees? 


There was good reason to be- 


*Trans World Airlines, Inc 
Recent price: 12. Price range 
2033; low, 107%. Dividend (1960) 
cated 1961 payout: none 
(1960): $7c. Total assets 
er symbol: TWA 


Traded NYSE 
(1961): high, 

none. Indi- 
Earnings per share 
$450.3 million. Tick- 
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lieve that this was the case. Said 
Hughes’ attorney Chester Davis: “Soon 
it might be possible for control of 
TWA to revert to its proper owners.” 
One possible Hughes argument for 
regaining control is that the agree- 
ment with the lenders was never ap- 
proved by the CAB. Another: By 
lending money to several airlines, the 
institutions, including Metropolitan 
Life, Equitable Life and Irving Trust, 
are tending to create an airline mo- 
nopoly. 


BIERWIRTH 


DISTILLING 


Conceivably, Hughes might get con- 
trol of Northeast, then later regain 
control of TWA. In such a position, 
he could be expected to push for a 
merger of the two airlines. 

But whatever Hughes’ motives, the 
style in which he is pursuing them is 
familiar. In making public a private 
letter which he knew would embar- 
rass Tillinghast, Hughes continued to 
exercise his seemingly congenital gift 
for offending anybody and every- 
body who comes his way. 


BRONFMAN 


WATERED-DOWN PROFITS 


No one can say the drinking public 
isn’t doing its best. But most distillers 
are getting rather watered-down profits. 


BarRING a unanimous decision to take 
the pledge this holiday season—a 
questionable possibility to say the 
least—Americans will 
than 240 million 
whiskey and other hard liquors in 
1961, an average of 143 good-sized 
snorts for every drinking man and 
woman in the population 

It added up to a record amount of 
tippling (2.6° ahead of 1960, also a 
record), and on the face of it there 
should have been no happier crowd 
than the big distillers themselves. But 
it was not entirely so. Most of the 
nation’s whiskey-makers were thor- 
oughly dissatisfied. Snapped Samuel 
Bronfman, president of Distillers 
Corp.-Seagrams Ltd.: “I don’t think 
the industry is doing well at all.” 

Less from, More. Bronfman himself 
may have slightly overstated his case: 
Distillers-Seagrams was doing fairly 
well. His own company, biggest dis- 
tiller in the U.S. market, boasted the 
nation’s best-selling blended whiskey 
(Seagram Seven Crown) and its best- 
selling Canadian whiskey 
VO). 
had 


downed 
gallons of 


have 
more 


(Seagram 
Distillers Corp.’s net earnings 


risen for five straight years, 


reaching $31 million in the latest fis- 
cal year (ended July 31). But there 
were, as Bronfman was uncomfortably 
aware, some drawbacks: On record 
net sales (after excise taxes) of $320 
million, Bronfman’s net profit margin 
amounted to a little less than 10 cents 
on the dollar. Back in 1951, his rec- 
ord year, he netted $43 million on net 
sales of just $280 million—a margin 
of nearly 20%. And against a return 
16% on his stockholders’ 
money in 1951, he netted only about 
7.2% in fiscal 1961. 

Bronfman’s spirits weren't notably 
lifted by his 


of nearly 


investments in oil and 
gas producing properties in the South- 
west. Operations there resulted in a 
pretax loss of $4.2 million in fiscal 
1960, did not reach the break-even 
point in fiscal 1961. 

But the main reason for the long- 
term squeeze on his earnings was the 
whiskey business itself. Strong-arm 
distribution methods may have gone 
out with Prohibition, but competition 
has remained rough all the same. So 
much so that while bottling and dis- 
tribution costs have risen steadily, 
Distillers Corp. has been able to raise 
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prices just once since Repeal. (The 
increase to the consumer in all whis- 
key prices since 1934 is due almost 
entirely to the higher tax bite.) 

Added sales volume would help 
Bronfman enormously by lightening 
the burden of fixed overhead costs. 
But extra volume has been hard for 
the big distillers to come by—except 
at heavy cost in terms of price trim- 
ming and the like. “We haven’t lost 
any business,” says he, “but we just 
haven't gained enough.” Despite a 
7% sales gain last year, Distillers- 
Seagrams’ sales in 1961 were only 14°; 
above where they were in 1951. 

No Quarrel. On the plausible the- 
ory that “people can only drink so 
much,” Chairman John E. Bierwirth 
had long since diversified his National 
Distillers & Chemical Corp. into basic 
chemicals and metals, last year got 
more than one-third of net sales of 
$289 million on them. Last year di- 
versification hurt. Polyethylene prices 
tumbled sharply just after National 
Distillers, the No. Two producer (be- 
hind Union Carbide), opened a huge 
polyethylene plant in 1960. 

For much of 1961, the squeeze was 
still on in chemicals. This year, too, 
Bierwirth acquired Bridgeport Brass 
Co., whose profit margins lately have 
looked none too strong. Result: On 
some 40° of net sales, liquor should 
account for nearly two-thirds of total 
pre-tax profits. Biggest distiller of 
bourbon whiskeys (Old Crow, Old 
Taylor, Old Grand-Dad) and manu- 
facturer of the best-selling gin (Gil- 
bey’s). Bierwirth isn’t quarreling with 
distilling profits this year—diversifi- 
cation or no diversification. 

Giddy Gain... But. At first blush, 
the happiest distiller should be Lewis 
Rosenstiel, the gregarious chairman 
of Schenley Industries, Inc., the na- 
tion’s fourth-largest (in sales) dis- 
tiller (Schenley Reserve, Ancient 
Age). Last month Rosenstiel an- 








nounced net profits after taxes of $10 
million on net sales of $175.5 million in 
his latest fiscal year (ended Aug. 31). 
It amounted to a trebling of net on a 
mere 4.5° gain in sales over 1960. 

But there was much less to Schen- 
ley’s improvement than met the eye. 
For Rosenstiel, the previous year was 
one in which everything that could go 
wrong seemed to do so, more or less 
simultaneously. For one thing, Rosen- 
stiel deliberately had to relax the 
ordinarily high-pressure sales cam- 
paigns he formerly aimed at his dis- 
tributors. Then, a crippling strike at 
a key bottling plant at the height of 
the pre-Christmas rush punished him 
with extraordinarily high costs. Fi- 
nally, Rosenstiel had chosen that same 
year in which to make a bookkeep- 
ing change, deferring for future years 
profits on certain whiskeys sold in 
barrels. Without the change, reported 
net after taxes of $3.3 million would 
have been increased by more than $2 
million. 

So in 1961 he had nowhere to go 
but up. Only heavy inventories on 
his distributors’ shelves remained a 
hangover problem. But as his 1961 
profit margin of 5.7% of sales showed, 
Rosenstiel still had precious little to 
celebrate. Even after the big improve- 
ment, he earned barely 3.7% on stock- 
holders’ equity. 

Cheers! All in all, only Hiram 
Walker-Gooderham & Worts Ltd 
(Canadian Club, Imperial), the Ca- 
nadian-based distiller that ranks No 
Three in the U.S. market, has much 
to celebrate this holiday season. Last 
month, President Burdette Ford re- 
ported that his latest fiscal year 
(ended Aug. 31) was another good 
one. On record sales of $180 million, 
Ford netted a near record $26 million. 

Even for Hiram Walker, as for the 
rest of the industry, things aren't 
what they used to be. Walker’s best 
year was in 1950, when it netted $28 



























































































































"“SCHENLEY’S ROSENSTIEL: 


the inventory hangover lingered 


million on $134 million—a 21% return 
Still, its current margin of 14.6°% (all 
but unchanged from the 14.8% in 
1955) beats, by a wide margin, every- 
one else in the house. Its return on 
equity, 11.4%, was respectable by the 
standards of any industry, and close 
to brilliant for the liquor industry 
these days. One reason: Walker dis- 
tills most of the whiskeys it sells, 
whereas his rivals are in many cases 
mere distributors for some of thei: 
more profitable brands. In its own 
distillery in Dunbarton, Scotland 
Walker makes Ballantine and Am- 
bassador scotches and sells them ‘in 
world markets. By contrast, Schenley 
merely distributes the Dewar’s it 
sells in the U.S. Thus, Walker takes 
fat distiller’s profits, not the normally 
slender middle man’s. 








1961 
Net Sales* 
Company (millions) 


DISTILLERS: THE BIG FOUR 


Change 1961 Net Change Net 


From 1960 Per Share 





Distillers Corp.- 


Seagramst $319.9 
National Distillers 
& Chemicaltt 435.5 


Schenley Industries*** 175.5 
Hiram Walker-Gooder- 


ham & Worts*** 180.0 e 











From 1960 Profit Margin On Equity Dividend 






Return 1961 1961 
Price Range 








+6.2% $3.53 


41.7 1.50 268 4.9 
44.5 162+ +2240 5.7 


+2.9 3.06 +5.2 14.6 


*Excluding excise taxes. +Figures for fiscal year ended 7/31/61. 1961 data includes foreign subsidiaries 
non-residence tax. ++Figures for latest 12 months ended 9/30/61; adjusted for merger with Bridgeport Brass. ***Figures jor fiscal year ended 8/31/61 
+#tExcluding special credit of 39c a share. NA--Not available. e—Estimated 


+8.6% 97% 7.2% 








$1.70** 473%%-31% 

NA 1.20 303%4-25% 
3.7 1.00 3474,-21% 
11.4 1.85** 5814-38%, 


**in Canadian dollars. Subject to 15% Canadian 
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SAUL LERNER CO's TR {DING DESK: 


ringing phones, frantic bids & tranquilizers 


FINANCE 


THE HOWS AND WHYS 
OF PUT & CALL UNDERWRITING 


Puts & calls are an out-and-out long- 


shot 
who 


speculation, 


but 
stand behind 


the men 
they are a 


for 
them 


coldly calculated percentage operation. 


THERE IS a general feeling among many 
in the financial community that the 
hopeful speculators who buy puts & 
calls like fish, and the option 
“writers” who sell these options are 
the fishermen. Certainly, there is little 
doubt about who usually comes out 
on top. A Securities & Ex- 
change Commission report showed 
that since only 40°, of all put & call 
options were 


are 


recent 


exercised, most option 
buyers lost the entire premium they 


paid for their options. Only 20° of 


all options were exercised at a profit, 


so four out of every five put & call 
ended in a the 
dead the 


loss for 


half 


transactions 
purchaser—a loss in 
cases. 

How so? What's it all about? A 
put is a contract which gives the pur- 
chaser an option to sell a stock to 
an option writer at a fixed price. A 
call is a contract which gives the 
holder the right to purchase stock 
from the writer at a fixed price. Both 
are for stated periods, from 30 days to 
a full year (see box, “How It Works,” 
p. 21). Straddles are more complex; 
they combine options to both buy and 
sell (see box, “Supreme Indignity,” 
p. 21). Strips combine one call with two 


20 


puts, and straps combine one put with 
two calls. 

The $2 Betters. There obvious 
hazards in the whole business (FOrRBEs, 
Apr. 15, 1955, p. 27). The SEC report 
revealed that the majority of option 
buyers were small investors. Lacking 
either the sophistication or the capi- 
tal to perform in-and-out trading, 
most of them held their options until 
the last day and failed to take advan- 
tage of interim price 
“About 40° of the people who buy 
options are just gamblers,” 
Col. Homer Miller, an executive of 
the option-dealing Saul Lerner Co., 
“and just like horse players they are 
going to die broke.” Adds Miller: 
“Brokers shouldn't let a man walk 
off the street and buy options blind. 
He’d be throwing his money away.” 

Be this as it may, the 28 mem- 
bers of Manhattan’s Put and Call 
Brokers and Dealers Association, who 
handle over 98°, of all U.S. option 
trading, do well indeed from the brisk 
trading. 

The Big Boom. Whatever the odds, 
option trading is booming. Predicts 
Association President Sid Harnden: 
1961 will set a new option trading rec- 


are 


movements 


concedes 


ord on over 14 million shares, up a full 
65% from last year’s record; the dollar 
volume may even exceed $100 million. 
This is at least 10 times the volume 
done in puts & calls in 1943. 

Saul Lerner Co. alone plans to 
spend $90,000 this year on advertising, 
even going to the extent of using spot 
announcements on Manhattan TV sta- 
tions. Several dealers, among them 
Thomas, Haab & Botts, have held lec- 
tures to spread the put-&-call gospel. 

So successful has their promotion 
become that dealers have developed 
an occupational hazard: neryes. Says 
trader Dick Donsky: “Trading is a 
pressure business. You always have 
to have 20 things on your mind at 
once. That’s why we keep tranquil- 
izers on the trading desk.” 

The trading desk at Saul Lerner’s 
is in the center of an excitement-filled 
room. The white-shirted traders sit 
around the oval trading desk, which 
has a ticker tape clicking about it and 
several phones on it ringing at once 
Frantically the dealers shout buy and 
sell orders bartering for 1 16th o 
1 8th of a point. 

The “Writers.” But if the SEC is 
correct, the dealers are well paid for 
their pains. Their average profit ratio, 
says the SEC, is a handsome 13°, of 
sales; 13% of $100 million would be 
$13 million. Since they are middle- 
men who rarely shoulder the risks 
themselves, dealers make an almost 
sure profit. The biggest risk, of course. 
rests with the man who buys the op- 
tion. The rest of the risk is thrown 
off on a third party known in the trade 
as the “writer”: the man who must 
always stand ready to cover the op- 
tions—i.e. buy the stocks covered by 
puts or sell the stock 
calls. 

Who are these ? How do 
they fare, these ‘men who guarantee 
the paper that the dealers sell? By 
and large they make out fairly well 
Anyone who owns a portfolio of stocks 
can write options. but only a very 
limited group does. About 15‘, of all 
options, says the SEC, are written by 
foreigners in financial centers such 
as Paris, Rome and Frankfurt. “The 
Swiss banks are large and active op- 
tion writers,” says one trader, “and 
even the SEC doesn’t know how many 
clients they represent.” 

Institutions account for a remark- 
ably small percentage of the options 
be- 
which clings 


covered by 


“writers” 


which are written, less than 5°;, 
cause of a gaming air 
to options. Explains a 
vice-president of one large 
wheeling institution, “We don’t as a 
matter of policy use or write options 
It would give our operations an un- 
healthy speculative tinge.” 

However, Dallas broker Robert 
Phelps of E.F. Hutton reports some 


director and 


free- 
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The complexities of put & call 
options are best explained with a 
concrete example. Last month a 
Manhattan dealer was offering a 
90-day call option on Zenith for 
$637.50. This option guaranteed the 
buyer the right to pick up 100 
shares of Zenith: at 7958 any time 
up to March 2. If Zenith should go 
to, say, 90 within the period, the 
option buyer could call his 100 
shares for $7,962.50 (plus commis- 
sions) and turn around and sell 
them for $9,000. His deal would 
then look like this: 





HOW IT WORKS 






Proceeds of sales: $9,000 
Cost of stock: 
Cost of option: 
Total cost: $8,600 
Net profit: $ 400 
But should Zenith go down, or 
stay the same, the whole amount 
would go down the drain. In a half- 
way case, Zenith might rise to, say, 
85, in which case the buyer option 
holder could recover part of his in- 
vestment but not all of it. How- 
ever, if Zenith dropped below 79, 
the option buyer’s maximum loss 
would be his premium 


$7,962.50 
637.50 








Texas insurance companies are writ- 
ing options to increase their invest- 
ment income or, if the stock is put 
to them, to diversify their portfolios. 
Jess Bunch of Goodbody & Co.’s De- 
troit office reports he has seven in- 
dustrial clients who write options. 

The SEC report indicates that by 
far the most numerous option writ- 
ers, over 70°, were individuals who 
write options on securities they al- 
ready own. Some write spasmodically, 
some continuously. Some are ex- 
tremely wealthy, some have as little 
as $10,000. How does a newcomer find 
out about writing options? He can talk 
with a local broker experienced in the 
field—if one exists (they are quite 
rare). Or he can get in direct touch 
with a Manhattan option dealer. 

Mr. Anonymous. The really large op- 
tion writers have a strong desire for 
secrecy, since observers can estimate 
the size of the writers’ assets by study- 
ing the options they write. Forbes 
interviewed two big operators who 
agreed to talk only on the condition 
that they remain anonymous. One 
white-haired dean of option writers 
started writing options over 37 years 
ago, now writes on over 350 stocks 
“It is my sole profession,” says he, 
“and a very profitable one, too.” 

Another large-scale option write: 
interviewed by ForBes was extremely 
frank about why he writes options. 
“Way back I bought some calls and 
made out very poorly so I became in- 
terested in selling them. But the 
dealers didn’t give me any informa- 
tion so I dropped it until a dealer ad- 
vertised for some option writers about 
two years ago. I like to write op- 
tions because I'm a percentage-minded 
man. Option writing is not a profes- 
sion for someone out for fantastic 
profits—to double or triple his money. 
But option writers can make over 
20%. a year on their capital.” 

How does it work? Says this writ- 
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er: “I bought 100 shares of Slick 
Airways at $8 a share and sold two 
calls against it. Six months later the 
stock still was selling about $8 so 
neither call was exercised. I got $300 
for the original two calls and paid 
$800 to buy the stock. That means 
I had just $500 of my own money tied 
up. So when the calls weren't exer- 
cised I made $300 on my $500—a 60% 
return for just six months.” 

But how about the risks? Any in- 
telligent writer knows they exist. “My 
secret,” says one writer, “is diversi- 
fication. I write against 20 stocks, and 
I defy a buyer to pick a whole series 
of stocks which will shoot up. He 
can't do it, so I'm safe.” 

A smart option writer also makes 
the tax laws work for him. “One gim- 
mick,” says this same writer, “is to 
write an option on a stock you own, 
then wait until the stock shoots up 
and is called. Instead of surrender- 
ing the stock which you own—which 
is at a profit—you go into the mar- 
ket and buy new stock to delive 





against your call. This gives you a 
short-term loss you can write off 
against any gains you may have which 
would have been taxed at ordinary 
income. But you didn't lose anything 
You still own the stock you used to 
cover the option. People in high tax 
brackets do this on a large scale.” 
Forget Appreciation. The option writ- 
er must be a man with a temperament 
able to see a stock called away from 
him at a price much higher than he 
paid for it, or put to him at a price 
well above the current market. “This 
is a business for the percentage- 
minded man who's aiming for a good 
return on his money in place of spec- 
tacular appreciation,” says Bert God- 
nick of Godnick & Son. “After all, 
how many portfolios show an over- 
all appreciation of 20°, a year?” 
Unlike the option writers, option 
buyers are perennial optimists. No 
matter what the current trend of the 
market, option buyers prefer to buy 
calls, not puts. “I can hardly remem- 
ber a day when we've sold more puts 
than calls,’ observes John Thomas 
of Thomas, Haab & Botts, “no matte: 
how bad the market. In a rising mar- 
ket, we may sell 50 calls for every 
put. In a big bear market, perhaps, 
it’s only 15 or 20 calls for every put.’ 
The buyer’s natural optimism also 
affects option prices. On the “hot” 
issues buyers want, the option pre- 
mium goes up sharply, while on a 
relatively stable stock, such as Royal 
Dutch, the premium stays in a mod- 
est range. Naturally more people are 
willing to write options on General 
Motors than there are potential writ- 
ers for the fast-moving “hot” stocks 
Thus options tend to be cheaper on 
the blue chips. Says one dealer, “The 
blue chips are always the easiest to 
find writers for, but they are not the 
stocks most option buyers demand.” 
In theory, an astute option write: 





SUPREME 


Being whipsawed is the option 
writer's supreme, but rare, indig- 
nity. A writer is whipsawed when 
he loses twice on the same contract 
and it only happens to a man who 
writes “straddles.” Straddles are 
contracts which give the buyer two 
options: one to buy the stock, an- 
other to sell it. Thus the writer has 
two chances to lose. 

For example: Suppose he writes 
a straddle contract under which 
he agrees to sell 100 shares of a 
stock at 70 and to buy it at 70 
for a premium of $700—both good 





INDIGNITY 


for 90 days. Then assume 

A. The stock rises ten points and 
is called. The writer has to buy the 
stock in the market at $8,000 and 
sell it to the contract-holder for 
$7,000. Loss: $1,000. 

B. Still within the 90 days, the 
stock turns around and drops to 60 
He has to fulfill the contract by buy- 
ing the stock from the contract- 
holder at $7,000 when it is worth 
only $6,000. Second loss: $1,000. 

To sum up: as against a pre- 
mium of only $700, the writer has 
taken a loss of $2,000 











could keep his capita] turning over at 
a rate of 40° a year by writing four 
90-day options at a minimum 10% 
premium. But a writer often receives 
losses in the stocks he uses to cover 
options. Says one writer, “I grossed 
close to $100,000 in premiums last 
year, but I lost about half of it back 
in the market. To be realistic, you 
have to reduce your premium gains 
by your market losses.” 

Leverage, Too. Stock Exchange rules 
require that an option writer have a 
margin account with a member firm, 
which will endorse and thereby guar- 
antee fulfillment of the options he 
writes. Once such an account is set 
up, the seller can write calls against 
a minimum of 30° in cash value of 
the stock and 25°, of the value for 
puts. Yet the writer should not gam- 


DEFENSE CONTRACTORS 





ble on his ability to write options 
against 25% or 30% margins. A writer 
must always be able to cover his op- 
tions in the worst circumstances. 

Above all, the writer should never 
sell options on any stock which he is 
not prepared to own. He should know 
whether the stock’s basic investmert 
quality suits his own financial objec- 
tives before he writes his first option 
on it. He may write many more be- 
fore he eventually sells it. 

Moral: Option writing is a poten- 
tially profitable business for investors 
with a fair amount of capital who are 
sensible enough to spread their risks 
and willing to work for a fairly cer- 
tain but definitely limited profit. It is 
not, repeat not, a smart thing to jump 
into without a careful study of all the 
risks and all the percentages. 


JIM LING: PHASE TWO 


Jim Ling has proved he could create a big 
company in a breathtakingly short time. 
Next question: Can he make a success of it? 


STARTING with a $10-million electron- 
ics company in 1959, Texas entrepre- 
neur James J. Ling (above), 39, had, 
by last month, combined enough will- 
ing (and unwilling) companies to 
create the nation’s’ tenth-largest 
defense contractor — Ling-Temco- 
Vought, Inc.* When a federal court 
finally blessed the new company in 
late November, Ling (now chief of 


*Ling-Temco-Vought, Inc. Traded NYSE 
Recent price: 2542 rice range (1961): nigh, 
4215; low, 231g. Dividend (1960): none. Indi- 
cated 1961 payout: none. Pro forma earnings 
per share (1960): $2.20. Total assets: $195 
million. Ticker symbol: LTE 


the company’s executive committee) 
was the overseer of $195 million in 
assets and a $350-million sales po- 
tential ranging from airplanes and 
missiles to house trailers and dish- 
washers. Said he: “I have finally got- 
ten what I wanted.” 

Debt & Dilution. To get it, Jim Ling 
had taken on an awesome bundle of 
trouble. On a pro forma basis, Ling- 
Temco’ Electronics and Chance 
Vought, Inc. last year produced $362 
million in sales and nearly $6 million 
in net income. As_ Ling-Temco- 


Vought, the two companies combined 
were $12.5 million in the red at the 
end of nine months and sacdled with 
an enormous $64-million cebt—most 
of which had piled up in debentures 
that Ling has issued quite freely in 
putting the combine together. Atop 
the 1 million shares (including 200,- 
000 shares of convertible preferred) 
that Ling had issued to acquire Temco 
Electronics in 1960 were now tacked 
$44.4 million worth of convertible de- 
bentures that went to pay for the 
Chance Vought acquisition. Since 
1957, earnings in Ling companies had 
already been diluted by 25° and 
there was a potential 70% stock dilu- 
tion on the books. 

As the U.S.’ most spectacular cor- 
porate combiner of the past three or 
four years, Ling clearly seems to have 
been far more fascinated with plung- 
ing ahead than with consolidating his 
position. “Heck,” admits President 
Griffith Johnson, “we have not even 
integrated Temco yet, and that mer- 
ger took place in the summer of 1960.” 
Adds Ling: “There are always a few 
sore spots when you go through the 
nuisance of putting companies to- 
gether; we are consolidating now. 
building from within.” 

Making corporate sense out of the 
Ling-Temco-Vought melange will ob- 
viously take some doing, and the com- 
pany’s operational bosses, Chairman 
Robert McCulloch and President 
Johnson, will have their work cut out 
for them. Late in November, fo: 
instance, neither Johnson nor Mc- 
Culloch knew what their dozen-and- 
a-half operating divisions had planned 
in the way of sales, profits and re- 
search and development expenses. 
“We are going to spend the month of 
December finding out,” said Johnson. 

A Fast Job. If Johnson and McCul- 
loch were somewhat unfamiliar with 
many of L-T-V’s operations, it was 
small wonder. The company had been 
put together quickly, to say the 
least. Ling’s’ electronics compa- 
nies were doing $63 million in sales 
volume in mid-1960 when he picked 
up Temco Aircraft Corp. That added 
another $88 million. Barely five 
months later, in January of 1961, Ling 
went after Chance Vought. But even 
as he sought tenders from CV share- 
holders (amid the outraged cries of 
top management), Ling was shopping 
elsewhere. That same month he or- 
ganized two small electronics com- 
panies and bought patents to make 
an automatic dishwasher. 

Even the chain of command had to 
be put together fast. McCulloch, 
Temco’s old boss, was installed as 
Ling-Temco-Vought’s chief execu- 
tive officer. Johnson, who had been 
Chance Vought’s executive vice presi- 





dent, was put in charge of daily 
operations. Ling, L-T-V’s biggest 
shareholder with 3% of the common 
stock and 7% of the debentures, was 
chairman of the executive committee. 
Ling will not say that he runs the 
company but there seems no doubt 
of it. “Let’s just say,” confides he, 
“that I get a very respectful hearing 
on my suggestions.” 

Big Loser. L-T-V’s announcement 
last month that it had lost $12.5 mil- 
lion in its first nine months of 1961 
surprised some people, but not many 
who had been really watching the 
company. Chance Vought’s mobile 
home division (which produced 21% 
of that company’s $200-odd-million 
sales in 1960) was deep in the red. 
“We knew it was a big loser,” says 
Ling, “and we are going to get rid of 
it.” He already has lopped off an- 
other loser, the data processing divi- 
sion, selling it to Sperry-Rand’s 
Remington Rand division earlier this 
fall. As for the dishwashers, Ling has 
hopes, but he also has his doubts. 
“How can we make money at it 
when big appliance companies can’t?” 
asks he. 

But most of the red ink, according 
to Johnson, represents bookkeeping 
write-offs—the results of the bosses’ 
first peek into of L-T-V’s 
conglomerate accounting procedures. 
Some divisions had been capitalizing 
such things as R&D and start-up costs 
for as long as 20 years, Ling admits. 
Such expenses will now be handled 
as they are incurred. 

Good Shape? Once this kind of fat 
is trimmed, Ling claims, the company 
will be in good shape. The company’s 
biggest program is producing the F8U 
Crusader fighter for the Navy, and 
only last month it picked up $58 mil- 
lion in new orders. The company also 
has just picked up the choice project 
(worth $60 million initially) of build- 
ing a vertical takeoff and landing air- 
plane (VTOL). 

With its electronics and air frame 
background, the new company clearly 
has a potential to become an inte- 
grated defense contractor and it is in 
that direction that Ling, McCulloch 
and Johnson are taking it as fast as 
they can 

Getting and keeping a sure foot- 
hold in defense, though, is hard 
enough any time. It takes on monu- 
mental proportions when Ling- 
Temco-Vought’s other troubles are 
added to the burden. Ling, who for- 
merly spent his considerable energy 
making his corporate collection big- 
ger, now plans to concentrate on 
making it better. “It had better work 
out,” said Ling last month. “I feel 
responsible. After all my name is in 
the company title now.” 
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ALLIED CHEMICAL’S FISK: 


a new air of excitement 


CHEMICALS 


FLANKING MOVE 


Big Allied Chemical has been 
a laggard in profitable petro- 
chemicals. Now it is trying to 
caich up with a $350-million 
flanking move. 


IN RECENT YEARS, polymerized petro- 
leum products have been the big 
thing in the chemical industry. Last 
of the big five chemical companies to 
start making polymerized plastics and 
resins from petroleum raw materials 
was Allied Chemical Corp.* In the 
late Forties and early Fifties, rivals 
Union Carbide, Dow and du Pont 
were eagerly rushing to expand into 
this fast-growing area of chemicals 
But staid Allied clung to such low- 
margined basic coal and mineral 
chemicals as sulphuric acid, phenol, 
chlorine and _ phthalic anhydride. 
Even as recently as 1957 only some 
6% of Allied’s total sales was in pe- 
troleum-based plastics. Dow’s figure 
by then was some 30° and Union 
Carbide’s, around 20°. This marked 
failure to keep up with the times 
largely explained why Allied has aver- 

*Allied Chemical 
Recent price: 54. 
6644; low, 5042. Dividend 
cated 1961 payout: 


(1960): $2.57. Tota 
Ticker symbol: ACD 


Corp. Traded NYSE. 
e (1961): high, 
): $1.80. Indi 
Earnings per share 
assets: $800.9 million 


aged over the past five years a return 
of only around 10.5% on its stock- 
holders’ equity, as against Union 
Carbide’s 16.6% or du Pont’s 17.1%. 

In the chemical business, however, 
a situation like this cannot be re- 
versed overnight. Kerby H. Fisk, Al- 
lied’s chairman since 1957, has 
worked hard to expand Allied’s posi- 
tion in sophisticated petrochemicals 
In the past five years, for example, 
Allied has begun volume production 
of such products as_ caprolactam, 
polyethylene and isocyanates. But 
these and related products last year 
made up only some $100 million of 
Allied’s $765.8 million in sales. Allied 
remained a small fish in sophisticated 
petrochemicals. 

Bold Move. Last month Fisk made 
Allied’s boldest move yet to expand 
this side of the business. Allied, he 
announced, plans to pay some $350 
million worth of its common at cur- 
rent market prices for the assets of 
Union Texas Natural Gas. With this 
merger Allied will be getting the 
country’s largest independent pro- 
ducer of liquid petroleum gas (the 
basic source of most chemical hydro- 
carbons) and an important produce: 
of natural gas as well. 

Allied will, to be sure, pay a good 
price. Union Texas’ shareholders will 
end up by owning some 24% of Al- 
lied’s total capitalization after the deal 
goes through. Allied will trade 6 mil- 
lion shares of its stock with a book 
value of around $150 million and a 
market value of $350 million for a 
company with a book value of less 
than $100 million and profits of $14.2 
million in 1960. “But you must re- 
member,” says Fisk, “that the meas- 
urements that normally apply to a 
merger don’t fit at all when it comes 
Valuable 
reserves are involved. You can take it 
from me, we got a damn fine price.” 

Fisk has sound reasons for thinking 
so. This purchase will immediately 
give Allied a ready and cheap supply 
of the raw materials needed to stake 
out an important 
merized petrochemicals. “The 
this merger,” Fisk ex- 
plains, “is that our demand for petro- 
chemical building blocks is growing 
all the time and will continue to grow 
Union Texas opens many doors for 
us in the polymer fields.” 

High Ambitions. Even the stiff pur- 
chase price is not the full measure 
of Allied’s petrochemicals ambitions 
Allied plans to spend between $40 
million and $60 million to build a 
plant that will process basic oil hy- 
drocarbons into such chemical build- 
ing blocks as ethylene, propylene and 
napthalene. With these products un- 
der its belt, Allied will then go on to 


to a natural gas company 


position in poly- 
basic 
reason for 
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expand promptly into new petro- 
chemicals fields. 

Where will Allied move after that? 
“We think that polypropylene has 
many good possibilities,” says a Fisk 
aide. But Fisk is fully aware that 
there is already more polypropylene 
capacity than demand. He knows this 
is true of almost any other plastic 
markets that the company could en- 
ter with its petrochemicals. 

This is precisely why Fisk made 
his $350-million gamble. Rival major 
chemical companies buy their basic 
hydrocarbons in a more or less proc- 
essed form from oil and natural gas 
companies. If Allied is integrated 
backwards to the point where it has 
its own natural gas and raw hydro- 
carbons, Fisk reasons, it might get 
the cost advantage over its rivals— 
even if the rivals got to the market 
first. Fisk thus has chosen a kind of 
flanking tactic to catch up. 

Air of Excitement. Since the Union 
Texas deal has been announced there 
has, in fact, been a new air of excite- 
ment around Allied's Wall Street head 
offices. “I can’t,’ says Fisk, “think of 
anything that has met with more ap- 
proval from our directors and others 
concerned than this merger.” Adds 
he: “We have been looking for some- 
thing like Union Texas for a long 
time, and now that we have found it 
we are going to be the most integrated 
chemical company in petrochemicals.” 


RETAILING 


LOW MAN 


Allied Stores is still Big 
Retailing’s low man. 


“THE PROBLEM lies in the area of im- 
proved merchandise margins,” said 
Ted Schlesinger, president of big 

_ (1960 sales: $680.5 million) Allied 
Stores over a year ago. Despite rec- 
ord sales, Allied’s profits had dropped 
26%. 

This year Schlesinger has shown 
Allied’s 6,607 shareholders some signs 
of improvement. He expanded his 
suburban branch operations, plunged 
into discounting and upgraded his 
apparel and home furnishings lines. At 
1961’s nine-month mark, record sales 
of $469 million at Allied’s 87 stores 
boosted earnings 25°, to $1.14 a share. 
But profit margins, the vital barome- 
ter of retail health, sank below 1% 
of sales, compared to industry leader 
Federated Department Stores’ 3.4%, 
Gimbel’s 1.7%. 

True, the real profits come with 
Santa in the fourth quarter, and Al- 
lied should improve uvon depressed 

1960’s $3.71 per share. but Allied still 
remains low man on the totem pole. 
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Speaking His Mind: As long as he 
could, Boston Attorney George Al- 
pert (above) clung to his $60,000- 
a-year job as boss of the down- 
at-the-heels New York, New 
Haven & Hartford Railroad, only 
to be forced out (except in name) 
when the federal goverment re- 
fused to lend any more money. But 
defeat has its consolations for Al- 
pert: Last month he went to Wall 
Street and spoke his mind in a 
way he couldn’t have while in 
charge. Some Alpert sallies: 

On the latest government study 
of railroads: “If the railroads die, 
it will be because they were stud- 
ied to death.” On how to cure 
passenger losses: “Subsidy would 
be the most economical solution. 
It is the only alternative to 
liquidation or government owner- 
ship .. . the commuter won't pay 
his own way.” On mergers for 
the New Haven: “I talked with 
both the Pennsylvania and the 
New York Central in 1959. I asked, 
‘Can I get in?’ I was told ‘No!’” 

Before leaving, Alpert dropped 
a small bombshell. The New 
Haven, he inferred, might have 
the power to stall the badly 
needed Pennsylvania-New York 
Central merger. Reason: The 
New Haven’s claim to rights in the 
Central’s vast realty holdings 
around Manhattan’s Grand Cen- 
tral Terminal. “How can Pennsy,” 
he asked, “put a value on Central’s 
assets until the matter is cleared 
up? If the courts uphold the New 
Haven’s claim, Central may have 
$200 million in assets on Park 
Avenue and .not $400 million.” As 
for the New Haven’s creditors, he 
added, the real-estate claim was 
a matter of life and death. “The 
New Haven will never make 
money on freight or passengers. 
It has to make it in real estate.” 

Would he like his old job back? 
“Five-and-a-half years is enough 
for any man in his right mind. 
I’ve had it!” 











AUTOS 


THE ROAD BACK? 


Nobody says Studebaker is 
out of the woods, but Sher- 
wood Egbert has it trimmed 
down to where it could do 
nicely on a rather modest 
amount of business. 


Be1nc the nation’s fifth-largest maker 
of automobiles, it has been said, is 
roughly akin to riding a skinny mule 
bareback. It is a hard and unenviable 
way to travel and any small comfort 
means a lot. For Studebaker-Pack- 
ard Corp.* last month, there was one 
such small comfort, and the com- 
pany’s hard-driving new president, 
burly (6 ft. 4 in.) Sherwood H. Eg- 
bert, lost no time in talking about 
it. “We have turned around,” said 
he, “and are on our way out of the 
hole.” 

Not All Coincidence. Egbert was be- 
ing optimistic on rather brief evi- 
dence. For the first time in almost 
two years, Studebaker-Packard ex- 
pected to show a quarterly profit. It 
will probably earn in the last three 
months of 1961 enough,to wipe out 
two-thirds to three-fourths of the 
$10.2-million deficit that piled up 
during the first nine months. 

It was only one quarter, to be sure, 
but equally as cheerful for the com- 
pany’s 140,000 long-suffering share- 
holders was the news that sales were 
on the move again. Flipping over his 
production schedule, Egbert foresaw 
sales of $130 million or so for the 
fourth quarter—a resounding 61°, 
pickup from a year ago and, in fact, 
the best fourth quarter the company 
has put together since Studebaker 
merged with Packard in 1954. 

S-P’s little upturn has been sparked 
by a 30% rise in automobile sales: 
9,000 autos in October and another 
6,600 in the first 20 days of Novem- 
ber. Part of the reason, of course, 
was happy coincidence. The indus- 
try’s new model year was off to the 
best start in history (Forses, Dec. 1, 
p. 14). 

But it was not just that. Since Feb- 
ruary, when he took over as S-P’s 
sixth boss in ten years, Egbert has 
been bucketing along on the seat of 
his pants, poking a finger into every- 
thing that needed fixing. Stude- 
baker’s compact Lark has been rede- 
signed to get rid of the “stubby look,” 
and the flashy Hawk (aimed at com- 
peting with Ford’s Thunderbird) is 

*Studebaker-Packard Corp. Traded NYSE. 
Recent price: 1149. Price range (1961): high, 
1314; low, 7. Dividend (1960): none. Indicated 
1961 payout: none. Earnings per share (1960) : 


10c. Total assets: $163.7 million. Ticker sym- 
bol: SK. 
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This 74-ton giant is one of many powerfu 
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| compressor engines being added to Cities Service gas system, 


Cities Service on the move 


New families, new homes . . . new processes, new 
products, new plants . . . the demand for natural 
gas grows and grows. To meet this demand, new 
pipelines are laid, new storage facilities constructed, area of its interest, constantly expanding and im- 
new and mightier compressors installed. Every day proving its ability to meet the growing need... 
Cities Service adds to the hundreds of billions of Cities Service is on the move! 

cubic feet of this versatile fuel it supplies to utilities 


serving American homes and factories. , C ITI EK S (A) S ERVIC E 
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It is the same story with petroleum and its many 
products, from asphalts and heating oils to high 
octane gasolenes and petrochemicals. In every 
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Niagara Mohawk is building a Thruway ... in the sky! 


These giant new towers you see going up 
across the state will carry three times the 
voltage (345,000) of most of our present 
lines. They’re part of a new state-wide 
power network that will extend from 
Niagara Falls to New York City .. . to 
be one of the longest extra-high voltage 
networks in the nation. 


Niagara Mohawk is building 150 miles of 
this “Thruway of Power’, as well as three 


huge electric switching stations near Syra- 
cuse, Utica and Albany. 

What does this mean to Upstate, N. Y.? 
It will help assure the area’s future growth 
by providing abundant power for industry 
— and for home and farm use .. . for 
many years to come. 


- 
NIAGARA al MOHAWK 


INVESTOR OWNED @ TAXPAYING 
























now a “family sports car” and at an 
attractive $1,000 less than the T-Bird. 
Egbert has also lopped off many (500 
of 1,300) of the company’s trouble- 
some dual dealerships and has been 
adding some 30 new exclusive dealers 
a month to Studebaker’s distribution 
system. 
Modest Proposal. Despite much talk 
diversification in recent years, 
autos still contribute two-thirds of 
| Studebaker’s sales volume. They also 
i represent Egbert’s biggest problem: 
The nine divisions making generators 
(Onan), tractors (Gravely), plastics 
and assorted other products are sol- 
; idly in the black: Studebaker’s losses 
have come from its auto business 
Egbert has trimmed that problem to a 
more manageable size: overhead and 
operating costs are down to a point 
where Studebaker can stay in the 
) black with an annual output of just 
| 150,000 
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cars—or a little more than 
2°, of the market. Once above that 
mark, Studebaker’s profits could 
mount handsomely—especially since 


they are protected from the tax col- 
lector by Studebaker’s huge loss 
carryforward. Can Egbert get the 
company past the modest break-even 
point? Says he: “We have every rea- 
son to think that we will be in the 
black in 1962; we've got a rudder on 
this ship now.” 













































STUDEBAKER’S EGBERT: 
he poked into everything 
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FINANCE 


BULGING WALLETS, 
DEFLATED PROFITS 


All those’ assorted’ credit 

cards make for bulging wal- 

lets among businessmen and 

deflated profits for the credit 
card companies. 


ONE oF the dismal letdowns 
among so-called growth businesses of 
recent years has involved the three 
companies that issue credit cards. Hil- 
ton Credit Corp. (425,000 card-hold- 
34°, owned by Hilton Hotels, 
fat $4.2 million in fiscal 1961 
and is still deep in the red. American 
Express’ credit card operation (800,- 
000 card-holders) has been a consist- 
ent money-loser since it was started 
in 1958, although the company’s over- 
all earnings have risen in each of 
the past 11 years. Chairman Ralph 
Schneider's Diners’ Club* (1.2 million 
card-carrying members), the company 
that pioneered the whole business, is 
still making money—but or a reduced 
scale. Its per-share eam. .gs have 
made no perceptible progress since 
1958, and for the first half of the cur- 
rent fiscal year were runnine 20°, be- 
hind the year before. 

A Field Day. What happened”? In a 
word: competition. As long as it had 
the field pretty much to itself, Diners’ 
Club had a field day. Schneider, a 
Harvard-trained lawyer and onetime 
Office of Price Administration execu- 
tive, founded Diners’ in 1950, starting 
with little more than an idea and 
a shoestring. Under Schneider and 
Partner Alfred S. Bloomingdale, its 
net income soared from $60,000 in 
1951 to $1.9 million in 1959, as its vol- 
ume of billings swelled from $6.2 mil- 
lion to $140 million 

But other companies began getting 
the same idea. Result: a three-cor- 
nered race to corral card-holders 
This meant higher spending on adver- 
tising and promotion. It meant let- 
ting down the bars to more doubtful 
credit risks. As the number of credit 
card-holders grew from 250,000 in 
1955 to 1.2 million in 1958 and then to 
the current 2.5 million, resistance to 
the cards among restaurants also be- 
gan to grow somewhat. Many estab- 
lishments, balking at fees such as 
Diners’ 7% of the bill (less tips and 
taxes), began encouraging 
ers to open charge accounts, using 
credit cards as identification. Diners’ 


more 


ers), 
lost a 


custom- 


*Diners’ Club, Inc. Traded NYSE. Recent 
price: 19'4. Price range (1961): high, 291,; 
low, 175g. Dividend (fiscal 1961): 5% stock 
Indicated fiscal 1962 payout: stock. Earnings 
er share (fiscal 1961): $1.28. Total assets 
37.5 million. Ticker symbol: DCL. 
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$20 a share, a decline of almost 50° 
from its 1959 high 
Why Not Mergers? 
tion, of 


Club common sold last month 


A natural solu- 
would have been a 
the field to a more 
manageable two companies. In 1958 
Diners’ did pick up Sheraton Hotels 
credit card operation (Sheraton now 


course, 
merger to cut 


holds 6°, of Diners’ common). Diners’ 
Club brass also have talked twice 
this year with each of two remain- 
ing major competitors, but so fai 


Probable 


have 


without tangible results 
Schneider may 


to use his profitable position to pick 


reason: wanted 
up his rivals at bargain prices; thei 
sponsors, both well-heeled, may have 
felt strong enough to hold out for bet- 
ter terms. Another barrier to merge: 
possible antitrust objections from the 
Justice Department 

Meanwhile, the rough competition 
continues. Diners’ Club delinquent 
accounts are running close to 1% of 
total billings, half again the rate of 
five years ago. Hilton’s Carte Blanche 
last year had to set aside $4.6 million, 
a whopping 62°, of gross revenues for 
nonpayers.+ Says Schneider: “We're 
now turning down twice the percentage 
of applicants we did two years ago.” 

With bad to drop, 
billings beginning to rise again, and 
benefits from the recent introduction 
of labor-saving imprinter billings, 
Diners’ Club’s Ralph Schneider sees a 
se :ond-half pickup that will carry 
earnings for the full fiscal year to 
around fiscal 1961’s $1.28 per share 
Even so, as things now stand, there 
seems precious little profits “growth” 
left in the business 


debts starting 


tIts bitterest experience: Two years ago it 
gave a card to a $73-a-week clerk who had 
previously been turned down by Am Ex and 
Diners’ Club. In a one-week spending spree 
he ran up more than $10,000 in unpaid bills 






PAPER 


WESTWARD HO! 


International Paper is wind- 
ing up one of its dreariest 
postwar years. But it is mak- 
ing progress in a long-delayed 
invasion of the West Coast. 


FIvE YEARS AGO, at the peak of the 


paper industry’s postwar prosperity, 


Chairman Richard C. Doane’s giant 
International Paper Co.,* world’s 
largest (sales over $1 billion) paper 
company, announced a merger with 
Long-Bell Lumber Co. The latter, 
a West Coast lumber and plywood 
producer, had 1955 sales of $106 mil- 
lion and profits of nearly $10 million. 
International’s object -was clear: It 
wanted the timber as raw material 
for a paper mill to be built in the 
fast-growing West Coast market 
where International was weak. 

International proposed to build a 
new, fully integrated mill at Long- 
Bell’s Oregon properties for the pro- 
duction of bleached and unbleached 
paper and board. It was also con- 
sidering producing newsprint—even- 
tually—a move aimed directly at 
competitor Crown Zellerbach Corp., 
which has long dominated the West 
Coast in most paper products. 

The price for Long-Bell: 850,000 
shares of IP common, plus certificates 
of contingent interest in an additional 
50,000 shares to be distributed when 
and if certain of Long-Bell’s tax and 
legal obligations were resolved. At 
the time, International appeared to 
have got something of a_ bargain. 
At 1955 earnings levels, Long-Bell 
seemed to promise a 12% expansion in 
earnings for an 8% expansion in stock. 

Time of Trouble. But even before the 
ink on the merger agreement was 
dry, the paper industry began to re- 
alize that it faced an appalling ex- 
cess of capacity. Under such condi- 
tions, Long-Bell began looking a good 
deal less like a bargain. Thus, when 
difficulties involving the Long-Bell 
mill site arose, International was al- 
most glad to postpone indefinitely the 
proposed mill on the West Coast. But 
Long-Bell didn’t turn out to be an 
immediate bargain in the lumber busi- 
ness either. If, in the late 1950s, con- 
ditions in the paper industry were 
unstable, conditions in the lumber and 
plywoed industry were even worse. 

Since IP acquired the company 
argues a top executive, “Long-Bell’s 


*International Paper Co. Traded NYSE 
Recent price: 3534. Price range (1961): high, 
3814; low, 2954. Dividend (1960): $1.0114 plus 
2% stock. Indicated 1961 payout: $1.05. Earn. 
ings per share (1969): $1.74. Total assets 
$930 million. Ticker symbol: IP 
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lumber and plywood business has con- 
tributed somewhat to earnings and 
substantially to cash flow.” But, con- 
cedes he, “those contributions [were] 
pretty skimpy in ‘58, ‘60 and ’61.” 

Basically, however, IP was marking 
time on the West Coast. “There will 
undoubtedly be future years,” said 
Secretary William A. Hanway, “when 
lumber and plywood operations will 
give our earnings quite a boost. But 

. we will not realize the full year- 
to-year return we expect on our West 
Coast timber investment until that 
new mill comes in.” 

Fresh Start. Last month, IP seemed 
finally ready to move. It quietly an- 
nounced that the legal and tax prob- 
lems of Long-Bell were nearing solu- 


tion, and that within a few months — 


the long-outstanding contingent in- 
terest certificates would be called. 
Last June, IP announced it would be- 
gin construction of water storage 
facilities on Long-Bell’s properties at 
Gardiner, Ore., and by late November 
work for the long-heralded mill had 
finally begun. IP’s invasion of the 
West was under way. 

But IP’s present was still very much 
of a problem. In the first three quar- 
ters, on a slight rise in sales (to $770.6 
million), IP’s earnings, excluding 
capital gains, dropped 11.2% to $46.3 
million. The general business pickup 
and breaking of the West Coast log 
jam had come none too soon for IP’s 
47,000 common shareholders. 





on hectic days. 
volume soaring 33% 
1955's), to 4 million shares 
problem: congestion 
standing room along the walls 
When volume in such issues as 


STANDING ROOM ONLY: The trading floor of the New York Stock 
Exchange is almost as large as a football field. 
elbow room enough for 900 NYSE members, their 750 clerks and the Big 
Board’s own 600 pages, recorders and quotation clerks to rush about. even 
But lately, nearly every day has been hectic, with average 
from 1960's average daily volume (and 54% 
The result has been the familiar New York 
Many phone and order clerks have only 18 inches of 


Studebaker-Packard and AT&T rights 
reached dizzying heights, the crowds standing about some of the 19 trading 
posts backed out so far that passage between them became almost impossible 
and execution of orders tended to be slowed. 


Presumably this should be 


from 





With one eye on the Big Board’s projection of regular 6-million-share 
days (vs. the current 4 million) in a decade, Chairman J. Truman Bidwell 
of the board of governors announced in July that, “The Exchange may well 
have to move.” Last month Bidwell’s special finance committee projected the 
costs of moving and proposed methods to meet them. The committee 
figures it would cost the Big Board between $50 million and $78 million for 
a new building; the Exchange would generate $29 million in cash over the 
next five years. probably raise the balance from a mortgage. 

The Big Board would increase initiation fees (unchanged since 1920) 
from $4,000 to $7,500, and annual membership dues (unchanged since 1942) 
from $750 to $1,500. If the governors approve the program later this month, 
some 1,300 NYSE members then will have the chance by Jan. 4 to vote 
themselves a higher cost of working-room for the next 25 years 
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A second sun: made in U.S.A. 
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The sun produces energy through nuclear fusion—a gigantic 
hydrogen explosion that has been going on for more than 500 
million years. We may duplicate it. Scientists at Princeton 
University are experimenting with a Ste//erator to attain con- 
trolled nuclear fusion that will produce endless energy from 
the hydrogen in sea water. The Stellerator is supported by 
17 USS Quality Forgings that could be made from only one 
material—a new, non-magnetic Stainless Steel called Tenelon, 
developed by United States Steel. 


Although the Stellerator is strictly experimental, there would 
be no nuclear programs of any type without steel. The very 
heart of an atomic generating plant—the reactor vessel—must 
be steel, whether it's the power plant of a nuclear submarine 
or a commercial generating station. In addition to the reactor, 
the power station literally bristles with tons of special steels 
developed in the laboratories and produced in the mills of 
United States Steel. If nuclear power is the door to America's 
future, the key is steel. America grows with steel. 


USS and Tenelon are registered trademarks 
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VATURAL GAS 





THE GREAT PIPELINE BATTLE 


{ regional utility squabble has flared up into a major gas 
industry power struggle, with nothing less at stake than 
a sizable slice of the mighty southern California market. 


THE PLACID SCENE on the facing page 
has a rare chance to become an histor- 
ic spot. For there, near the little Mexi- 
can city of Reynosa, Tennessee Gas 
Transmission Co. proposes to cross the 
Rio Grande into —" with a gas 
pipeline. Then the line, after picking 
up some Mexican suoply, would head 
for Los Angeles, 1,50) pipeline miles 
zway, there to provide (as a starter, 
at any rate) fuel for the boilers of 
Southern Celifornia Edison Co. 

If ever made, that river crossing 
will bespeak a major shift in the gas 
industry's power structure. Evidence 
enough for that statement is a mere 
listing of the contestants now deployed 
around the California Public Utilities 
Commission, which is considering 
whether to allow the import of the gas 
into California. They include: 

e The largest U.S. oil company— 
Jersey Standard, whose Humble affili- 
ate will supply most of the gas. 

e The only Mexican oil compa- 
ny, Petroleos Mexicanos (“Pemex’’), 
which would supply part of the gas 
and own and operate the line in 
Mexico. 

e The two largest U.S. pipelines— 
El Paso Natural Gas, long the major 
source of southern California’s gas, 
and Tennessee Gas Transmission, 
which proposes to cut itself in. 
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e Both big southern California util- 
ities, San-Francisco-based Pacific 
Lighting, the largest U.S. gas distribu- 
tor, which has trebled in size since 
1951 in supplying the Los Angeles 
area with gas; and Southern Cali- 
fornia Edison, which has grown nearly 
as fast supplying i's electricity. 

Surveying the participants, cau- 
tious Judge Everett McKeage of the 
PUC described the case as “a hotly 
contested economic battle between and 
among giant corporate interests.” 

Need for Air. At the core of the case 
is a local dispute with the acrid over- 
tones of a family feud. Two decades 
ago Southern California Edison was 
primarily (94%) a hydroelectric sys- 
tem. Since then, despite further ex- 
pansion of its hydro capacity, its area’s 
explosive growth has made it a pre- 
dominantly (over 80%) steam sys- 
tem—and incidentally posed a wicked 
fuel problem: There was no coal near- 
by, and therefore residual oil was its 
logical fuel. Yet use of oil added to 
the increasingly serious air contami- 
nation problem of an area that spe- 
cialists describe as “served by a lim- 
ited air supply.” In short, the smog 
was moving in. Thus Edison was in- 
creasingly pressured to use gas, which 
emits about one-seventh the contami- 
nants of conventional residual oil. 


Gas was to be had only from Pacific 
Lighting, whose major operating com- 
panies (Southern California Gas and 
Southern Counties Gas) served Edi- 
son’s area. Soon after the war Pacific 
Lighting had been able to tap the ex- 
tensive supplies of El Paso Natural 
Gas, from which it now takes over a 
billion cubic feet daily at the Cali- 
fornia border. This cheap, abundant 
gas ultimately captured over 99% of 
the area’s home heating load. 

This lucrative but highly variable 
(both from day to day and season to 
season) home heating demand made 
Pacific Lighting understandably anx- 
ious to balance its load with indus- 
trial customers, Whose supply could 
be cut in the event of urgent house- 
holder need. Thus it has acquired 
4,000 such customers (Edison is the 
largest by far), who consume about 
half its gas. Their consumption is 
centered in the April 15-November 15 
period when the air pollution authori- 
ties effectively ban the industrial use 
of fuel oil. This is the very season 
when home heating demands are low. 
So important is the balancing effect 
of these interruptible customers that 
Pacific Lighting is admittedly not 
anxious to build its year-round in- 
dustrial load. In fact, it figures that 
a drop in the interruptible load would 
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actually require a substantial increase 
in its underground storage capacity. 
The Quarrel. Thus Pacific Lighting’s 
primary allegiance has always been 
to the home market, not the industrial 
market. “Whenever I come in over 
Los Angeles and see that great carpet 
of lights stretching out before me,” 
says President Robert A. Hornby, “I 
can’t help thinking of what a respon- 
sibility we have to all those people.” 
This responsibility and orientation, 
however, have inevitably created a 
certain amount of friction between 
Pacific Lighting and good customer 
Southern California Edison. “We are 
a public utility,” elaborated a gas 
company operating official. “Anything 
we do for Edison we must do for 
everybody else—and we can do noth- 
ing that would cast an undue burden 
on our other customers.” Pacific 
Lighting’s objective understandably 
has been to fit Edison’s needs into a 
desirable pattern for Pacific Lighting. 
But Edison has problems and ob- 
jectives of its own. Edison was being 
pressed by the authorities to burn 
more and more gas as an antismog 
measure. One Edison complaint was 
uncertainty of supply. “The gas com- 
panies would get a new supply,” says 
Edison Chairman Harold Quinton, 
“we'd be fat for a few years, and. then 
they’d run out of gas. We were con- 
tinually off balance.” Another beef 
was price: “Pacific Lighting’s high in- 
terruptible rates are making up for 
what they don’t make on domestic 
sales,” adds Quinton. “We don’t have 
any interruptible customers.” 
Thus relations began to deteriorate 
toward their present level of bare 
civility. Former Federal Power Com- 
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missioner William P. Connole would 
seem an unlikely authority to explain 
the breach, since he is special Edi- 
son counsel in the present dispute. 
But he summed it up neatly when he 
observed to the California PUC that 
“opportunities for healthy competi- 
tion between these operating utilities 
are impaired as long as a basic source 
of Edison’s energy is under the con- 
trol of its principal competitor.” 

Road to Mexico. Finding itself in this 
box, as far back as 1955 Edison began 
to look for an independent gas supply 
It tried making deals with El] Paso 
for out-of-state gas and with Rich- 
field Oil for California supply. (In 
both cases Pacific Lighting offered to 
transport the gas, observing charac- 
teristically in the former that “the 
exchange arrangement would at least 
provide a portion of the gas for the 
benefit of other gas customers.”’) 

But faced with less than startling 
progress, in the fall of 1957 Edison de- 
cided to enlist the help of a specialist, 
namely, Tennessee Gas Transmission's 
wily boss Gardiner Symonds. And on 
Dec. 30, 1957, TGT was made exclu- 
sive agent for acquiring a gas supply 
for Edison in the Gulf area. 

The man put in charge of the proj- 
ect was young (then only 34), square- 
cut TGT Senior Vice President Wil- 
liam W. Witmer, who has had a free 
hand ever since. “Gardiner leaves you 
pretty much alone when things are 
going all right,” says he. “When 
they’re not, he’s after you every hour 
on the hour—and you’re amazed how 
much he knows about your business.” 

One idea was to buy supplies in the 
Louisiana gulf area and thus free an 
equivalent amount of gas at the west- 


ern edge of TGT’s system. But that 
might have brought, says Witmer, “too 
many complaints from customers who 
thought their own supply was threat- 
ened.” Therefore TGT finally came 
up with the deal now before the PUC 

That intricate deal, which the in- 
dustry soon dubbed the “Enchilada 
Line,” would have its origin in Kleberg 
County on the Texas coast. There, 
when the project reaches peak opera- 
tion, Edison would buy some 380 mil- 
lion cubic feet of gas daily, from a 7.8- 
trillion-cubic-foot reserve of Humbk 
Oil, located mainly on the King 
Ranch. A 100-mile TGT pipeline 
would carry it to the Rio Grande nea 
the Petroleos Mexicanos field at Rey- 
nosa. After the addition of 75 million 
cubic feet of Pemex gas, it would 
travel 1,200 miles through Mexico in 
a new 34-inch Pemex pipeline to the 
California border near Mexicali. Then 
California Gas Transmission, jointly 
owned by Edison and TGT, would haul 
it the last 280 miles to Los Angeles 

Something for All. As for financing, 
TGT would take on the $12 mil- 
lion for the line’s first leg to the 
Rio Grande, while the $50 million for 
the final section, from the California 
border to Los Angeles, would be 
raised by pipeline bonds in effect 
guaranteed by Edison. The _ 1,200- 
mile, $165-million center section 
would be financed by two series of 
Pemex revenue bonds: $120 million 
of 7% bonds that TGT now plans 
to place with investors outside Mexi- 
co; and $64 million face value of 
subordinated obligations that_TGT it- 
self would buy for $41 million. TGT’s 
share would be a kind of equity, on 
which its return to maturity would 
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be about 11‘,. And—most important 
to Edison—TGT would guarantee 
Edison an average gas cost (barring 
tax increases or drastic inflation) not 
over 45 cents per thousand cubic feet. 

A glance is enough to see the ap- 
peal this scheme had for all involved. 
Humble stood to get an assured cus- 
tomer at a good price; Edison, an 
assured supply at a stable price. The 
Mexicans would get, at no cost to 
them, a line built predominantly with 
Mexican labor and materials; a line 
that could both provide needed fuel 
for northwestern Mexico and make 
oil and gas exploration there worth- 
while; and a line whose potential two- 
thirds increase in capacity would 
vive Mexico a growing stake in one 
of the most expansive U.S. markets. 

And Tennessee Gas? “The real rea- 
son for our interest in the project,” 
says Witmer, “is development of the 
Mexican and California markets. We 
want to make El Paso move over as 
far as supplying southern California 
goes. We figure we can beat ’em.” 

The Grinder. The project is now 
moving simultaneously along two reg- 
ulatory routes. TGT has asked the 
Federal Power Commission to dis- 
claim jurisdiction over the gas to be 
exported to Mexico (though Witmer 
admits he has little hope of their do- 
ing so). Alternatively, if the FPC as- 
serts jurisdiction, TGT wants the fed- 
eral agency to allow export of the gas. 
At the same time, Edison and Califor- 
nia Gas Transmission have jointly ap- 
plied to the California PUC for per- 
mission to bring the new gas into Cali- 
fornia. El Paso and Pacific Lighting, 
needless to say, are fighting the pro- 
posal tooth and nail. 

The type of hearing now before the 
PUC is a kind of Operation Mince- 
meat, in which the opposing parties 
perform microsurgery on each other’s 
argument. Indeed, the record in this 
case has already led PUC Chairman 
McKeage to cite Lord Macaulay’s re- 
mark, “If it were to the advantage of 
any considerable financial interest, 
there would not be argu- 


wanting 
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EDISON’S QUINTON & TGT’S WITMER: 
the contraption has sex appeal 






































































PACIFIC LIGHTING’S CHAIRMAN R. W. MILLER & PRESIDENT R, A. HORNBY : 


what was so sacred as hearth and home? 


ment against the law of gravity.” 

For example, TGT hails the era of 
friendship the line would bring in 
U.S.-Mexican relations, while El] Paso 
warns against letting a foreign power 
control Edison’s supply of gas. (The 
Mexican gas is full of contaminants 
anyway, El Paso charges.) Again, the 
proponents of the new pipelines, by 
assuming that gas prices in future will 
continue their past swift increase, can 
show how the new supply will save 
from $123 million to $173 million. 
But Pacific Lighting, testifying that 
gas prices will rise little if any, con- 
cludes that the new gas will cost Edi- 
son $117 million to $175 million more. 

Cold Turkey. It is highly unlikely 
that either of these two sets of cost 
estimates is realistic. Indeed, Edison 
itself expects no startling savings if 
the Pemex line goes through, figuring 
that Pemex supply will be more ex- 
pensive at the start and less expensive 
at the end of the 20-year contract 
period. What Edison does expect is 
a firm long-term supply at a reason- 
ably assured price, two things it has 
never quite had to date. And what 
southern California could expect is an 
inside track on gas discoveries along 
the new line. 

The question of new supply may 
soon assume special ur- 
gency from the smog 
problem. To be sure, Pa- 
cific Lighting has never 
failed to provide gas for 
all its interruptible cus- 
tomers during the oil- 
ban period between April 
15 and November 15, and 
also on smog-threatened 
days in the rest of the 
year. 

Warns Los Angeles’ Air 
Pollution Control Officer 
S. Smith Griswold, “We 
face a virtual explosion 
in our requirements for 





domestic, vehicular, and_ industrial 
fuel. This dramatic expansion in fuel 
combustion will result in an equally 
dramatic increase in the daily emis- 
sion’ of air contaminants. But all of this 
will occur in an area that is serviced 
by a fixed air supply—an air supply 
that already is unable to meet all the 
competing demands placed upon it.” 

Further, Griswold strongly prefers 
extending the fuel oil ban throughout 
the year—a preference that threatens 
Pacific Lighting’s policy of using its 
industrial customers to balance home 
heating demand. “This is not a ques- 
tion,” asserts Edison’s Harold Quinton, 
“of whether Edison should use major 
quantities of gas fuel in its generat- 
ing plants. As a result of our atmos- 
pheric conditions, this has been estab- 
lished for us. The question is, Who 
will supply the gas?” 

The Adjudicators. Who will supply it 
will be determined more by the cur- 
rent California hearings (where no 
decision is expected before July at 
least) than by the FPC. For if Cali- 
fornia turns down the Pemex project 
it dies there. But a favorable Cali- 
fornia decision could sway the FPC 

Another FPC decision could, how- 
ever, in turn influence the California 
PUC. For years now the FPC has had 
before it the Rock Springs case, call- 
ing for some 470 million cubic feet of 
new Texas-Oklahoma gas daily for 
southern California mainly from the 
Texas-Oklahoma Anadarko Basin. A 
year ago the FPC handed down a fa- 
vorable and apparently final decision, 
only to begin rehearings that have cast 
further doubt on the project. 

If Rock Springs finally goes 
through, one result could well be ap- 
proval of the wondrous contraption 
that Tennessee Gas Transmission has 
put together. And old gas industry 
hands could shake their heads and 
agree that Gardiner Symonds has 
gone and done it again. 


FORBES, DECEMBER 15, 1961 























MORE MUSCLE TO MOVE THE GOOD EARTH... 


Rockwell-Standard Planetary Axles 


Along with the tremendous growth in the size and scale 
of U. S. farming operations have come new demands 
for bigger, more powerful equipment. Demands for 
giant tractors and machines able to farm vastly greater 
areas ... to produce more in less time and at less cost. 

Helping to provide the “muscle” needed to achieve 
today’s bigger farm goals are Rockwell-Standard plan- 
etary axles. Pioneered and perfected by Rockwell- 
Standard, these advanced axles help give more brawn 
—more rugged strength—to agricultural equipment like 
the huge four-wheel drive tractor shown here. 


22 U.S. plants of Rockwell-Standard Corporati fact 





Rockwell-Standard planetary axles are at work not 
only on the farm but all over the world—wherever big, 
dependable off-highway equipment is needed to do the 
tough jobs. You'll find them on heavy-duty road 
scrapers, front-end loaders, big, off-road rock wagons, 
giant earth movers... in fact, any place where rugged 
power at the wheels is of prime importance. 

The advanced planetary axle is another important 
contribution from Rockwell-Standard to the fields it 
serves so well — transportation, construction, agricul- 
ture, petroleum, general industry and government. 


these famous products - TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 


SIONS + GARY® GRATING - BLOOD BROTHERS® UNIVERSAL JOINTS - BOSSERT® STAMPINGS - AERO COMMANDER® AIRCRAFT + AIR-MAZE® 


FILTERS + 


INVESTORS are invited to send 
for this interesting booklet about 
the Corporation and its widely 
diversified line of products. 
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KERRIGAN® LIGHTING STANDARDS. Pius these other Rockwell-Standard® products: AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING 
LEAF AND COIL SPRINGS 


BRAKES + FORGINGS 
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Memo to United Gas Corp- Shareholder 
, from B. M. Byrd, Secretary 


THE 
RECORDS 
TELL 


A 

STORY 
OF | 
GROWTH 


Official records in the archives of United Gas Corporation pre- 
serve the "chapter by chapter" story of consistent growth and 
expansion. Here are recorded the actions and decisions that 
reflect progress, know-how and service-all evidence of the 
sound and aggressive leadership that has brought United Gas 
to its position of "world's largest handler of natural gas." 
One of the records of which we are most proud is the active 
support and interest of our Shareholders. For example, the 
holders of over 88% of United's outstanding stock were repre- 
sented in person or by proxy at our 1961 Shareholders' Meet- 
ing. Indeed, this kind of Share- 

holder participation in the If you would like to know more about UNITED 
affairs of their company is an pita et ae : 

old, but thrilling story With = “Piestoryof united Gas, 1930-1960 aes one 
United Gas. SERVING THE GULF SOUTH 


hreveo 


wortuodD's La Re ESF HANDLER Oo Ff NATURAL GAS 


FORBES, DECEMBER 15, 1961 






























a¢ 














and for seasonal variations. 


1955 } IDO 4 1957 i 1958 1 1959 1960 
7 T ’ T ’ 7 ss ’ ’ i poe 7 i i ’ 
Hoe The NEW FORBES index ——~—|--+ + 
a VS i ae _S : 
= a Te Solid line is computed weekly and monthly, using the following +: ' si 
eS ae 8 weighted factors: —j—f_} 
mt ® i 1. How much are we producing? (FRB index) Oe = % 1 
] T i 2. How many people cre working? (BLS production workers j T 
{ + 1 employment index) a oe + 
i 3 How intensively are we working? (BLS average weekly hours i 
TO in re) os t 
+ 4. How much hard goods are we ordering? (Dept. of Commerce + + + + + 
| durable goods index) i j 
t | S Are people spending or saving? (FRB department store sales) { ' t 1 } 
4 © How much ore we building? (private non-farm housing starts) + t + + 4 
G a 7. Whet is the money supply? (net bank deposits plus invest- j a SSS ae 
+ ments less net adjusted loans) . 7 T 
; | ; 
+ + 

















Factors are adjusted to reflect changing valves of the dollar, 


Plotted line for current year is o preliminary weekly figure, and 
may not agree with the revised monthly 
fo projection indicates an 8-day estimate based on 
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Touchdown 


Soon the financial pages will be filled 
with year-end forecasts. Most pre- 
dictions, in my opinion, might be bet- 
ter left unread. For one thing, every- 
one knows about such uncertainties 
as the heaviness in the bond market, 
the serious balance of payments 
problem, the weakness in wholesale 
commodity prices, the fact that while 
business is good it’s not booming. 
Secondly. I still feel as I did two 
years ago when I observed that the 
stock market doesn’t pay any atten- 
tion to the calendar, that the outlook 
is neither clearer, nor more obscure, 
solely because it’s a year end. 

I suspect that the best year-end 
review will consist of weighing the 
deluge of generalities which appears 
in the papers—and then taking the 
opposite position. If I judge the tenor 
of the news correctly, most of the 
forecasts will come under the head- 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


oR 


ing of “moderate 
optimism, with 
reservations.” My 
own feeling, how- 
ever, is that 1962 
will not be a neu- 
ter gender yea 
it either will be a 
boom or a_ bust. 
and I see no sign of the latter 

I think it’s important to remembe: 
that this is the most sophisticated 
market Wall Street has ever known. 
Not only the supply-demand equa- 
tion, but the determinants thereof, 
have changed. Thus, given reassur- 
ance on the broad fundamentals, the 
question is not necessarily whether a 
given issue is “cheap” by traditional 
yardsticks (few are), but whether it 
can capture lasting attention. As a 
result, the winning touchdowns may 
only be made by the stocks with a 





story—to repeat my pet phrase—the 
companies with special momentum 

But one qualification is necessary 
While the greatest dynamics most 
often can be found in the small com- 
panies with big brains, there are 
times when dramatic changes occu) 
in the fortunes of major companies 
This, as I’ve emphasized in past 
months, has been the case since late 
spring and it’s still true today 

For example, I’m as enthused about 
General Motors (around 54, paying $2 
plus) as I was when purchase was 
suggested at lower levels. Sure, an 
antitrust suit is pending as is the du 
Pont divestiture of its General Mo- 
tors holdings. But the case for an 
investment interest remains most per- 
suasive. 

1) There are signs of a 15°,-20° 
increase in passenger car sales in 
1962. Moreover, I believe General 
Motors will increase its share of the 
over-all market. 2) Equally impor- 
tant, the “product mix” should im- 
prove. Not only does the public usu- 
ally upgrade its spending in good 
times, but I believe that the com- 
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CURRENT RATE 
ON INSURED SAVINGS 


1% 
- PER 


2 ANNUM 


EARNINGS PAID 
OR COMPOUNDED 
QUARTERLY 


Southern California 's oldest, 
one of the nation’s largest 


savings and loan associations 


In 76 years this trustworthy 
institution has never missed a 
dividend nor closed its doors ona 
business day No investor has ever 
lost’a penny of his savings here. 

Savings accounts in this As- 
sociation are insured to $10,000 
hy Federal Savings and Loan In- 
surance Corporation. They are 
exempt from California personal 
property taxes, and if owned by 
non-residents are exempt from 
California income and inheri- 
tance taxes. 

A number of accounts may he 
arranged to prov ide insurance 
protection for all of them. 

Corporation accounts are ac- 
cepted and insured. 

Funds received in our office 
by the tenth of any month earn 


trom the first ol that month. 


ASSETS OVER 190 MILLION DOLLARS 
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| pact car has passed the peak of its 

| popularity. 3) With the company free 

| of start-up costs which burdened 1960 
results, fourth-quarter profits should 
be excellent. My guesstimate for 1961 
is $2.85 per share and next year 
might be in the $3.50-$3.75 area. 

If I'm correct that 1962 will be a 
General Motors’ year—that America’s 
automobile tastes are changing—it 
should mean “good things” for Lib- 
bey-Owens-Ford (around 54 and 
paying $2.40). Not only do compacts 
have a considerably smaller 
area than standard sized cars, but 
GM is the company’s major cus- 
tomer. Automotive business as such 
is over two-thirds of the L-O-F cor- 
porate total. Further, it’s my impres- 
sion that the impact of GM’s decision 
to give Pittsburgh Plate Glass a por- 
tion of the auto company’s automo- 
tive glass requirements in 1962 and 
in later years has been exaggerated. 
L-O-F is still believed to supply some 
80°, of GM’s glass requirements. My 
guesstimate of this year’s results is 
$3.25 per share and I believe 1962 
profits could be between the $4.18 per 
share of 1960 and the all-time peak 
of $5.13 per share recorded in 1959 

Speaking of big companies that 
have been in market disfavor, I'm 
intrigued with the recovery possibili- 
ties in Outboard Marine (around 22). 
Fiscal 1961 was dismal; the first and 
fourth quarters were in the red, and 
full year profits only 58c¢ per share. 
But the implication that the boom in 
outboard motor boating is over, or 
that the company has lost competi- 
tive position, isn’t quite true. This 
year reflected a variety of many spe- 
cial and non-recurring factors which 
shouldn't exist in the coming year. 
Boating is still the only sport free of 
week-end traffic jams; new model in- 
novation has a surprisingly big im- 
pact on demand; and home owners 
still need Lawn Boy mowers. With 
dealer inventories low, 1962 profits 
could be on the way back to the 1960 
level of $1.56 per share. 

I understand that Burroughs Corp. 
(around 38) may show earnings of 
$1.40 to $1.50 this year on record- 
high sales of close to $400 million. 
While this is_only a slight improve- 
ment over 1960 profits, the important 
points are: a) The first-half lag will 
be more than made up. b) With in- 
coming commercial orders hitting 
10°, above any previous peak, the 
1962 outlook is quite good. The 
“product mix” should be better than 
it was this year and the company will 
be making deliveries of equipment on 
which the marketing and develop- 
ment expense has already been 
charged off. Incidentally, the Norad 

contract (which Burroughs 


glass 


won against competition from IBM, 
GE, RCA and others) is recognition 
of Burroughs’ high technical compe- 
tence, a factor which has been under- 
estimated in the past. I believe the 
stock has long-term merit. 

Due to the strike in the auto indus- 
try plus the heavy discounting in the 
truck tire field, B.F. Goodrich’s 
fourth quarter may not be as good 
as I had earlier hoped. Full year 
profits may be closer to $3.50 per 
share than the $3.75 I've talked about. 
But the 1962 outlook is quite good 
and sales may reach a record $825 
million to $850 million as compared 
with an estimated $760 million this 
year. The company has substantially 
improved its competitive position in 
both the original equipment and the 
replacement tire markets. Also, 
prices have improved in the hereto- 
fore ailing plastics division. Thus, 
next year’s profits could be in the 
$4.50-$5 per share range, which I think 
makes the stock an interesting long- 
term holding on reactions below 74 

All this doesn’t mean that there 
won't be speculative opportunities in 
other, more prosaic, sections of the 
list. For example, a good case can 
be made for a sharp improvement in 
copper company earnings next year 
Many of the better situated rails are 
a business upturn beneficiary, and 
their profit margins do credit to more 
romantic businesses. Despite an ap- 
palling lack of economic statesman- 
ship, the good domestic oil companies 
are still enjoying eminently respect- 
able profits. Even the international 
oils seem to have shrugged off So- 
viet dumping. 

But the duration of an aggressive 
interest in these and other areas 
the timing of a concentrated reawak- 
ening—is something else again. Fo: 
one thing, the point at which there 
is a mass hysteria to own only a 
favored few—which would call for 
counteraction—hasn’t yet been 
reached. Secondly, our economy is 
still one of many _ crosscurrents, 
whether it be a decline in demand 
for console TV sets or price chaos in 
the ball bearing industry. Thus, for 
the time being, my interest is in the 
issues that can make the touchdowns 
rather than those whose best might 
be a field goal. 

While the chapter labeled “year- 
end rally” has been at least partly 
written, I don’t see any positive signs 
of an important change in trend. If 
there is to be important deterioration, 
it’s still to come. Thus, near-term ir- 
regularity resulting from the fence 
mending which usually takes place 
in December will provide another 
opportunity. The stocks with a story 
will make their own market. 
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The Next Big Breakthrough 


IN ELECTRONICS 


In the electronics industry, new frontiers are 
still being pushed out. “‘Molecular electronics”’ is 
now on the way. A molecular electronic unit 
bears somewhat the same relationship to a tran- 
sistor unit that transistors bore to vacuum 
tubes. A molecular unit computer, for example, 
will be about one tenth the size of today’s com- 
puter with transistor units. ” 


But price weakness is still a problem for the 
electronics industry. On balance, The Value Line 
Investment Survey looks for improvement in 
earnings in this important industry over the 
next twelve months, though there will be many 
cross currents, and the general picture may ap- 
pear confusing. 


For investors, the vital questions are: (1) 
where will the scientific break-throughs occur 
first? (2) what can they mean in terms of earn- 
ings per share, and for which stocks? (3) to 
what extent, if any, have the prospects already 
been discounted in the present prices of elec- 
tronics stocks? 


To check your position immediately, with 
respect to both the Electronics Stocks and your 
entire investment portfolio, you are cordially 
invited to accept the following specific aids: 


GUEST COPIES 


In conjunction with the Guest Subscription 
offered below, we will send you Value Line’s 
new 94-page Report on 78 stocks in the Elec- 
tronics Industry and 3 other key industries—the 
Business Machines, Metal Fabricating and Tele- 
phone industries. Among the stocks analyzed— 
full-page reports on each—in detail are: 


American Telephone Avco Corporation 
Royal McBee Scovill Manufacturing 
IBM Litton Industries 
Bohn Aluminum Emerson Electric 
Sperry Rand Texas Instruments 
Magnavox Zenith Radio 
Raytheon International 
Westinghouse Electric Telephone 
Motorola Radio Corporation 
Philco Pitney-Bowes 
General Telephone 


Moreover, in view of what has just taken place 
in the market as a whole we will also send you 
the new Value Line Summary of Advices on 


1,000 Stocks and 50 Special Situations. With 
this valuable guide, you can make an immediate 
check of every leading stock in which you are 
interested, as to its probable Market Perform- 
ance in the next 12 months, its Appreciation Po- 
tentiality over the next 3 to 5 years, its Quality 
and its current Yield based on estimated divi- 
dend payments in the year ahead. 


And for the special “guest” price of only $5 
you will receive, (a) the next 4 weekly Editions 
of the Value Line Survey with full-page reports 
on each of 300 additional stocks, (bh) a new Spe- 
cial Situation Recommendation, (ce) Four “Espe- 
cially Recommended Stock-of-the-Week” Re- 
ports, (d) Business and Stock Market Prospects 
(weekly), (e) List of Selected Stocks to Buy and 
Hold Now (weekly), (f) The Value Line Busi- 
ness Forecaster (weekly), (g) “What the Mu- 
tual Funds Are Buying and Selling,” (h) “What 
Company Officers and Directors Are Buying and 
Selling” (weekly), (i) Weekly Supplements, (j) 
Four Weekly Summary-Indexes including all 
changes in rankings to date of publication and 





(k) YOU WILL ALSO RECEIVE AT NO 
EXTRA CHARGE Arnold Bernhard’s new 
book, “The Evaluation of Common Stocks” 
(regular $3.95 clothbound edition pub- 
lished by Simon & Schuster). 











To take advantage of this Special Offer, 
fill out and mail coupon below 
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City Zone State 


Send $5 to Dept. FB-191T 
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Published by ARNOLD BERNHARD & CO., Inc 
The Value Line Survey Building 
5 East 44th Street, New York 17, N. Y 











GROUND FLOOR 
OPPORTUNITY 


with coin-operated 


WESTINGHOUSE 
DRYCLEANING 
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There's only one direction 
to go in the coin-operated 
drycleaning business. Up! 
it's @ new and mushroom. 
ing business with plenty of 
room for ambitious men or women who want to 
be their own boss. ALD, Inc. hos helped establish 
over 13,000 profitable coin-operated Westing- 
house Laundromat®™ equipped laundry stores. Now 
ALD, the industry leader, is looking for enter- 
prising people who would like to go into the coin- 
operated drycieaning business. The new Westing- 
house Drycieaning Machine provides a service that 
everyone needs ond which is NOT duplicated in 
the home. The market is i and cust t, 
amazed with ‘‘do-it-theirself’’ drycleaning results, 
measure their savings in dollars each time 
they visit your store. Hove our representative take 
you to a Westinghouse store in your locality where 
you can see for yourself the consumer acceptance 
and profit potential. ALD will help on location, 
store planning, continuing promotion . . . will 
finance up to 90% of the equipment cost. Modest 
investment. Get in on the ground floor. Start by 
getting your informative Free Copy of the New 
20-page brochure, ‘Progress Report: Coin-Oper- 
ated Laundry and Drycleaning Stores'’ from our 
leca! representative. Call or write 
SALW, inc. 1968 


ALD, Inc. 


7057 N. Western Ave., 
Chicago 45 
OFFICES IN PRINCIPAL CITIES 
ALD CANADA, Ltd., 
25 Belfield Rd., Rexdale (Toronto) 
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INTEREST PAID QUARTERLY 


YOU GET MORE FOR YOUR 
MONEY AT MUTUAL! 


%& MORE INTEREST - Highest interest on insured 
savings. Funds received or postmarked by the 
10th earn interest from the lst of the month 


MORE EXPERIENCE - 34 years of uninterrupted 
service —Founded 1927 


MORE STRENGTH - A member of First 
Charter Financial Corporation with assets over 
$860 million 


SAVE BY AIR MAIL... postage free 
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AND LOAN ASSOCIATION 


OF ALHAMBRA 


625 E. Main Street, Dept. 42 
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by L. O. HOOPER 


A Year-End Chat With My Readers 


ANYONE who writes a column like 
this, especially if he has done so for 
a long time, builds up good will with 
some readers and ill will here and 
there with others. That's because 
some readers act on good suggestions 
and turn a deaf ear to poor ones, 
while other readers develop an un- 
canny ability to ignore the profitable 
ideas and act on the unfortunate ones. 
Investment counselors have a similar 
experience, even when they try to 
treat clients quite alike. Some 
counts do well, and others don't. 

Looking back over my last 23 col- 
umns in Forsss, I find that in 1961, as 
in the past, I have not scored a home 
run every time I have come to bat. 
Sometimes I have fanned out, some- 
times I have got to first base or fur- 
ther without getting home, but I have 
scored now and then. I am proud of 
Colgate-Palmolive, Ford Motor, Kor- 
vette, Stone & Webster, Goodrich and 
Singer Manufacturing, to name a few. 
But I “wish I had not said it” (when 
I did) about Tidewater Oil, Garrett 
and the airlines. 

My batting average, as usual, is 
much better longer range than short 
term. That’s the way it should be, be- 
cause this column is based on opin- 
ions as to values rather than on any 
thoughts of probable immediate price 
performance. 

If I had my choice about how to pat 
myself on the back, I would take 
some credit for those columns in 
March, April and May when I went 
all out against the boom in the elec- 
tronics and high science issues. It was 
a most unpopular thing to do, and I 
looked bad for a while—but subse- 
quent developments showed me to be 
overwhelmingly right. At the begin- 
ning of the year I made a fairly accu- 
rate forecast of the 1961 business 
climate, but I was not nearly optimis- 
tic enough about what the DJ aver- 
ages would do 

There is a fundamental weakness in 
all investment advice dispensed on a 
mass basis. A good investment ad- 
visor sometimes will sell the very 
stock for one investor that he buys 
for another because he will try to fit 
the security to the risk-taking ability, 
the personality and the aims of the 
principal. You can’t do this when you 
are talking to some 300,000 people at 
once. Some poor widow will buy a 
speculative stock that she has no 
business to own; and some high-tax- 
bracket fellow, to whom income is 
unimportant, will insist on buying a 


ac- 


high-return, non- 

growth stock. The 

worst of it all is 

that “little peo- 

ple” who can't af- 

ford to take big 

risks and can't 

possibly get a decent diversification 
with the small amount of money 
available will insist on getting “into 
the market.” Some of them seem to 
think the moon is made of green 
cheese, and few understand that the 
only way you succeed in common 
stock investment is to make more on 
the oranges than you lose on the ba- 
nanas—and that some of the bananas 
will rot. 

Most Forses readers are highly 
sophisticated and very substantial in- 
vestors. I get many exceedingly nice 
letters—and a few nasty ones—from 
them. What worries me is that some 
people think this is a trading column 
for a source of tips. It really is an in- 
vestment column, or sort of a clearing 
house for many ideas. The score will 
never be perfect. 

There’s been a change in the nature 
of the stock market in recent years 
due to the greatly increased institu- 
tional interest. It is believed that the 
net purchases of common stocks by 
non-insured pension funds now are 
running at the annual rate of close to 
$2 billion; it is known that the mutual 
funds are buying about $1 billion of 
common stocks every 12 months on 
balance: personal trust accounts at 
the end of 1960 owned $40.5 billion of 
common most life insurance 
and other insurance companies buy 
more common stocks than they sell: 
hospitals, foundations and 
other investors of their type tend to 
own more and more of them. The re- 
sult has been that the demand for 
common stocks (especially the better 
ones) has faster than the 
supply. Hence high share prices in 
relation to earnings and dividends. 

So you have a big demand fo: 
stocks pressing on a small supply, 
with many stock owners regarding 
themselves locked in and unwilling to 
sell because sale would involve such 
large capital-gains taxes. Actually, 
the turnover in ownership of stocks is 
very low. I would estimate that at the 
end of 1961 at least 90°. of all the 
shares are owned by exactly the same 
people (or institutions) who owned 
them at the end of 1960. 

It is simple to see why prices go up. 
It is not so simple to foresee how high 


stocks: 


colleges, 


increased 
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Start the New Year Right With 


J. K. LASSER’S 
CHECK RECORD 
BOOK 


Here in one slim, compact book you have at 
your fingertips tax cid summaries and cash 
planning records that will eliminate your 
money management problems. This unique 
record book, 5th year of publication, prepared 
by the world famous J. K. Lasser Tax Institute, 
replaces your old style checkbook. That's right, 
when you use this book you do not have to 
keep your bulky checkbook. You simply enter 
your check information and your deposits in 
this book and at the end of the year you have 
@ convenient and accurate summary for budget 
and tax purposes. You must use it and see it, 
to believe it. The format is simple and easy to 
follow and contains the following items: 


1. A Cash Plan for the Year 
2. Financial information Needed at Tax Time 
3. A Record of All Your Receipts for the Year 
4. A Record of All Your Disbursements 
for the Year 
. Your Checking Account Balance 
. Your Net Worth and Change for the Year 
. A Stock, Bond and Dividend Record 
8. A Record of important Information in the 
Event of Emergencies 


Put a new lease on life and avoid worrying 
about financial and tax problems. Send only 
$2.00 today with this ad to the J. K. Lasser 
Institute, Dept. F-18, Larchmont, N.Y. Your 
money will be happily refunded if you do not 
feel this book fits your requirements 
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STOCKS 


by POINT and FIGURE technique 


This method of market analysis builds your 
independent judgment in helping to select 
the right stocks at the right time. Widely 
used by professional traders and investors 
for Making Market Profits—and Keeping 
Them. 


FREE ON REQUEST 


Literature on Figure Charts of Stocks and 
Commodities . . . a daily price change 
service . . . and instruction material. All 
will be sent free on request. Just write 
for Portfolio F-94. 
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they may go; or to tell people when 


stocks are high enough to make it | 


dangerous to buy them or to continue 
to own them. 


Without arriving at any investment 


conclusions whatever, I would like to 
mention that International Business 
Machines, when the stock sold at 600 
recently, was appraised at just under 
$17 billion (27.5 million shares times 
$600 plus $425-million debt) against 
an appraisal of $4.9 billion in July of 
1957. The recent appraisal was almost 
50°) of the national and federal agen- 
cy debt of the U.S. at the end of 1939. 
If the appraisal of this company 
should rise as much in the next 4% 
years as in the past 4% years, IBM 
sometime in 1966 would sell at around 
$59 billion. The national debt just be- 
fore we entered World War II was 
about $47 billion. Don’t ask me what 
these figures mean. I don’t under- 
stand billions; I just live in awe of 
them. 

It is my thought that some of this 
demand in the stock market, for bet- 
ter quality institutional issues soon 
must slop over into the cyclical shares 
such as the coppers, steels and ma- 
chinery issues. Partly in fear of a 
steel strike in May, there is bound to 
be some inventory accumulation. 
There's a lot of leverage in some steel 
shares if production picks up. 

Midland-Ross (50), paying $3 a 
share and probably earning $3.20 a 
share or more this year, looks inter- 
esting. It is understood that the com- 
pany should have a good improvement 
in earnings in 1962 and that the $3 
dividend, which offers a return of 
about 6%, is in no immediate danger. 
The company’s business is cyclical, 
and has quite a heavy industry and 
automotive emphasis, but there are 
not many 6 yields. . . . One of the 
high science stocks connected with 
paper work which looks interesting, if 
you are willing to accept the risks in- 
volved, is Burroughs (38). The com- 
pany seems to be getting on the road, 
and price/earnings ratios in this in- 
dustry can be high... . 

I continue to like the international 
oils better than the domestic issues, 
because the oil industry is growing so 
much faster abroad. Royal Dutch, 
British Petroleum, Gulf Oil, Standard 
Oil (N.J.), Standard Oil of California, 
Socony Mobil Oil and Texaco are 
typical issues. Royal Dutch at the 
moment looks like the cheapest one. 
... In spite of some prejudice against 
the issue of late, it seems to me that 
Libbey-Owens-Ford Glass (54), pay- 
ing $2.50 and earning perhaps $3.25 or 
more this year, is attractive. The com- 
pany always has had very high profit 
margins. There is no debt or preferred 


| stock ahead of the common. 


A Fresh Look 
At The Motor 
Vehicle Industry 


A huge opportunity exists for 
expansion in sales of automo- 
biles and heavy-duty trucks. 
Our Monthly Letter discusses 
4 automobile and 2 truck man- 
ufacturers and expresses a def- 
inite opinion on the stock of 
each. We estimate that 1962 
retail auto sales will reach 6.5 
million, equaling the sales of 
1960, the second best year on 
record. The strong growth 
trend of heavy-duty trucks will 
continue to be influenced by 
such factors as the shift of in- 
dustrial plants to outlying areas 
and construction of a vast na- 
tional highway system, which 
is stimulating heavy truck 
transportation over long dis- 
tances. For a free copy of this 
Letter, available to investors, 
mail coupon below. 


Stocks of other groups listed 

Our Letter also includes con- 
tinuously-reviewed lists of over 
150 favored stocks in other 
groups, with price, yield, divi- 
dend and 1960 and estimated 
1961 earnings on each. For 
free copy of this Letter, now 
available to investors, mail 
coupon below. 


GOODBODY & CO. 
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The story of ove common stock Warrant, and how it happened. 

The above profit was made by a $500 investment in one common stock 
Warrant. Such profits were made not only by an investment in ome Warrant, 
(the R.K.O. common stock Warrant, whose story we shall shortly tell), but also 
in the Warrants of Atlas Corp., Tri-Continental, Richfield Oil, Merritt-Chap- 
man & Scott, United Corp. and a good number of others. In all of the above 
$500 investments during the past years, each grew from $30,000 to $100,000. 
In the past year, indeed in the past months, new Warrants have again shown 
large gains and we should like to ask three questions: 

|..Do you know what common stock warrants are? 


? 


2. Do you know why common stock warrants are issued? 


3. Do you know how to keep abreast of opportunities in common stock 
warrants—when to buy warrants and when to sell warrants? 
If you cannot affirmatively answer these three questions, we believe you 
will find it greatly to your profit to read: 








THE SPECULATIVE MERITS OF 
COMMON STOCK WARRANTS 


by Sidney Fried 








' Before we go any further, we should like 
to make several points clear. The historical 
examples of profits in R.K.O. Warrants and 
Hoffman Radio Warrants which we shall 
shortly describe are obviously rare, and did 
not result from a reading of our publication. 
Further, the demonstrably large profits at- 
tained with many common stock warrants are 
balanced on the other side by equally demon- 
strable examples of losses. (Example: a 
$50,000 investment in Colorado Fuel & Iron 
Warrants in 1948 was worth about $1,000 
just two years later.) What /s immediately ap- 
parent, precisely in the above statistics, is the 
truly great /everage inherent in common stock 
warrants, both up and down, and our entire 
study, “The Speculative Merits of Common 
Stock Warrants,” is aimed at enlarging the 
knowledge of investors about this particular 
type of security so that potential benefits may 
be enjoyed and potential pitfalls avoided. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS was first is- 
sued in 1949. Since that time, the book has 
been brought up-to-date three times, and 
favorable comment has multiplied. Unso- 
licited by the publishers, orders for the 
book have come in from heads of our 
largest corporations and some of the best 
financial minds in the country, /argely 
through recommendation by original read- 
ers. Among its readers have been banks, 
insurance companies, and many of the 
largest investment firms. J. K. Lasser, the 
best-known tax expert in the country, has 
called this book “brilliant.” The author of 
this work, Sidney Fried, has had a career 
including professional trader for investment 
firms, market analyst and financial writer 
for a well-known member firm of the N. Y 
Stock Exchange, and is now recognized to 
be one of the most respected specialists in 
warrants and low-price stocks. 

THE SPECULATIVE MERITS OF COM- 
MON STOCK WARRANTS is a sober, well- 
grounded book which we believe can be in- 
valuable to you, as an investor interested in 
allocating a portion of your funds for capi- 
tal growth. Let us give you some idea of 
what is contained in the pages of this book 
by partial answers to our original questions: 
|. What are common stock warrants? 

?, Why are they issued? 


40 


To give a brief definition, common stock 
warrants are certificates issued by the cor- 
poration itself, just as bonds, preferred stock 
and common stock are issued, giving the 
warrant holder the right to exchange the 
warrants for common stock issued by the 
company itself, at a stated price, within a 
stated period of time. or with no time limit 
at all, some warrants being perpetual. 


The Alleghany Corp. Warrant 


1 recent example: Alleghany Corp. war- 
rants came into being in October 1952, are 
now listed on the American Stock Exchange. 
and give one the perpetual right to buy 
Alleghany common at $3.75 per share. How 
did this warrant come to be issued? A par- 
tial recapitalization for Alleghany Corp. was 
proposed in 1952 by which holders of 5!2% 
preterred stock with back dividend accumu- 
lations of S116 per share were offered in ex- 
change a new Alleghany Corp. bond plus 
warrants. Each $100 par share of the old 
5!o¢¢ preferred stock was to receive $100 
par value of the new bond plus 20 warrants 
giving the perpetual right to buy 20 shares 
of Alleghany Corp. common at $3.75 per 
share. The warrants were offered as an in- 
ducement to the old preferred stockholders 
to exchange their claim to accumulated back 
dividends for a perpetual claim to Alleghany 
common stock—a claim which would be- 
come much more valuable should Alleghany 
common rise in market price. Preferred stock- 
holders holding 100,000 shares of preferred 
stock accepted this plan and thus, 2,000,000 
new Alleghany perpetual warrants were cre- 
ated and are now trading on the American 
Stock Exchange. 

Demonstrating how important it is to 
watch common stock warrants, these new 
Alleghany warrants began trading initially 
around 75c when Alleghany Corp. common 
was selling at $3 on the N. Y. Stock Ex- 
change. When Alleghany common advanced 
from $3 to $11, up 266%, the warrants 
(being the perpetual right to buy common 
at $3.75) went from 75c to 77% on the 
American Stock Exchange. The warrants 
had advanced 950%, 3'% times as fast as 
the common. That is how ove common stock 
warrant came into existence, and it is a 
fact that most warrants come about through 


reorganizations or issuance of new bonds or 
preferred stock to which common stock war- 
rants are attached and, after issuance, traded 
separately. Common stock warrants possess, 
inherently, such a high potential, that they 
should always be foremost in the mind of 
an investor interested in capital apprecia- 
tion. To see why, here is the story of the 
long-term warrant which produced our 
heading—S500 to $104,000 in 4 years—the 
R.K.O. common stock warrant. 


The R.K.O. Warrant 


In 1940 the Radio-Keith Orpheum Co 
(R.K.O.) reorganized after some years of bad 
fortune. The old common stockholders seemed 
to fare badly. For each old share they re- 
ceived only | 6th share new common stock 
plus one warrant, good to buy one share of 
new common stock from the company at $15 
per share. In 1942 R.K.O. common was sell- 


1943 1944 1945}! 


RKO 
COMMON 


RKO 
WARRANTS 


ing at.a low of 2!> and with general pessi- 
mism rife, the chance of R.K.O. common ever 
selling above $15, at which point the war- 
rants would begin to have some actual value. 
seemed slim. R.K.O. warrants were, therefore, 
selling on the N. Y. Curb Exchange at only 
| 16 or 6'4c per warrant. How the picture 
changed in 4 years! As can be seen from the 
chart, R.K.O. common stock advanced to a 
high of 28! on the N. Y. Stock Exchange. 
Now, the right to buy R.K.O. common at 
S15 per share from the company when it is 
selling at S28 per share on the open market, 
must be worth $13, and the warrants did 
sell exactly at S13 on the N. Y. Curb Ex- 
change. That is the story of the R.K.O. 
warrant—*500 invested in these warrants in 
1942 was worth $104,000 four years later. 

Why is the common stock warrant so 
uniquely a potent vehicle for capital appre- 
ciation? The answer is given in a simple 
mathematical fact. 

Between 1942 and 1946 R.K.O. 
stock went from $2.50 to $28: 
Therefore, a S500 investment abpreciated to 
$5,600. 

Between 1942 and 1946 
went from 64 to $13. 
Therefore, a $500 investment appreciated to 
$104,000. 

The warrant had appreciated 20 times as 
fast as the common stock! 

As is evident now, the common stock war- 
rant is a low-priced call on the future of a 
company, and at times even on the future of 
an industry. Such an opportunity arose in past 
years with a great new industry of limitless 


common 


R.K.O. 


warrants 
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4 years... 


potential—television. The rapid growth en- 
joyed by some small companies, as distin- 
guished percentagewise from the giants such 
as R.C.A., General Electric and Westinghouse, 
is illustrated by the leaping sales of Hoffman 
Radio, a West Coast producer of television, 
radio and special electronic apparatus. Those 
sales went from only $29,764 in 1941 to 
$5,112,889 in 1948 and soared to $29,580,510 
in 1950. 


The Hoffman Radio Warrant 


The results were to be anticipated. The 
common stock which sold at a low of around 
114 in 1948 was showing earnings of about 
S7 per share two years later and was selling 
near the 30 mark. There were common stock 
warrants outstanding in the Hoffman Radio 
capitalization giving the right to buy com- 
mon at $4 per share. In 1948 the best bid in- 
dicated by the records for these warrants was 
5c per warrant. Within two years the warrants 
were $25 bid. Based on these prices a $200 
investment in Hoffman Radio warrants was 
worth $100,000 two years later. The same 
$200 invested in the common stock would 
have appreciated only to $4,800. Again the 
warrant had appreciated more than 20 times 
as fast as the common. 

To widen the picture even more, the years 
1958-1961 saw a remarkable trend develop 
towards issuance of long-term warrants with 
the result that former opportunities in war- 
rants have multiplied to the extent that they 
can no longer be ignored by any investor in- 
terested in capital appreciation. Below is a 
list of some of the warrants now actively 
trading today. 


4 Partial List of Common Stock Warrants 





Currently Trading 





Alabama Gas 
Alberta Distillers 
Alberta Gas Trunk. 
Algoma Central 
Alleghany Corp. 
Anelex Corp. 
Armour & Co. 
Astrotherm Corp. 
Atlas Corp. 
Automobile Banking 
B.S.F. Co. 
Bevis Shell Homes 
Bramalea Cons. 
British Amer. Const. 
Canad. Brit. Alum. 
Canadian Chemical 
Canadian Gas & 
Energy 
Canadian Husky Oil 
Chadbourn Gotham Miami Windou 
Coast. Sta. Gas Molybdenum Corp. 
Coleman Engineering Nat'l Bagasse Prod. 
Colorite Plastics Nat'l Equip. Rent. 
Consol. Oil & Gas Nat'l Homes “B” 
Cooper Tire& Rub. Nat'l Theatres 
Cove Vitamin North Canadian Oils 
Crumpton Builders Northern Telephone 
Dominion Electro. Outdoor 
Dorsey Corp. Development 
Fedders Corp. Pacific Petroleums 
Federal Shell Homes Pennsy. Gas & W ater 
Food Fair Proper. Pioneer Fin. 
General Acceptance Progress Mfg. 
General Builders Pub. Svc. 
Gen. Tire & Rub. New Mexico 
Great Lakes Power Quebec Nat. Gas 
Great North. Gas Quebec Telephone 
Great Winn. Gas Rio Algom 
Guerdon Ind. (Northspan) 


Hilton Hotels 
Industrial Accept. 
Inland Nat. Gas 
Invest. Co. of Amer. 
Jeff. Lake Asbestos 
Jeff. Lake Petro. 
Jockey Club 

Kelly, Douglas & Co. 
Kerr-McGee Oil 
Keyes Fibre 

Lalarge Cement 
Lake Ont. Port. Cem. 
Lehigh Valley Ind. 
Ling-Temco Vought 
Loblaw Companies 
Mac k Truc k s 

Magna Pipeline 
Martin Company 
McCrory Corp. 
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Current Opportunities In Warrants 


In just the past few years, common stock worrants have continued to demonstrate their remark 
able profit potential when wisely selected. Thus, General Tire & Rubber Warrants advanced from 





42 to 210 between 1956-1959 and Coastal States Gas Producing Warrants moved from 4 to 80 





between 1957-1961. In recent markets the Warrants of Textron, Hilton Hotels, Sperry-Rand, Kerr- 








ponent in the stock market. 





McGee and Armour, to name some, moved sharply higher 


The list of almost 100 long-term warrants currently trading deserves your attention and interest 
because of the demonstrated high-leverage potential of warrants, but it calls for your intelligent 
attention and interest becouse the individual warrants on the list vary greatly in speculative 


quality and because there is no doubt that future price action of individual warrants will show as 
many losses as there will be high percentage profits. 

Precisely because warrants possess inherently great potential for heightened profit and loss, and 
because in the hands of the uninformed warrants hold at least as much danger as promise, we urge 
you to read THE SPECULATIVE MERITS OF COMMON STOCK WARRANTS, by Sidney Fried, os 
described on this page, so that you may be better armed to appraise the opportunities and to avoid 
the potential losses in the field of the common stock warrant, the most highly-leveraged com 








Rocky Mtn. Nat.Gas Trans World Airl. 
Salada Shir. Horsey Tri-Continental Corp. 
Seaboard W orld Airl. United Airlines 
Sheraton Corp. U.S. Shell Homes 
Speedry Chemical Uris Buildings 

Sperry Rand Corp. Van Norman 
Standard & Shell Walnut Grove Prod. 
Symington W ayne Del E. Webb Corp. 
Teleregister Corp. Western Copper Mills 
Texas Nat'l Pet. Weston (George) Ltd 
Textron, Inc. Woodward Stores 
Traders Finance Ltd. 

Transnation Realty 


Forbes Magazine, the highly-respected fi- 
nancial periodical, said of THE SPECULA- 
TIVE MERITSOF COMMON STOCK WAR- 
RANTS, by Sidney Fried, that “. . . it throws 
a bright searchlight on a side of investment 
not known, or understood by the average in- 
vestor,” and went on to call the study “ 


the definitive work on this fascinating aspect _ 


of finance.” 

Common stock warrants have such rewards 
for those who understand them that many 
Wall Street professionals and average invest- 
ors alike have praised THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, as vitally important 
to anyone interested in capital appreciation. 
Proving of real value to all who have given it 
careful reading, this study tells the entire story 
of the common stock warrant—what they are 
—w hy they areissued—w hen they may be prof- 
itably bought and sold—the dangers to watch 
for—the opportunities to seek. It has opened 
the door to a field of such potential that an 
investor ignores it only to his own detriment 

In the list given here, and in the many 
additional warrants now coming on the scene, 
there will be many future opportunities. So 
far we have only suggested what is contained 
in the pages of THE SPECULATIVE MER- 
ITS OF COMMON STOCK WARRANTS. 
It is our Opinion that no investor in- 
terested in capital appreciation can 
ignore the potential of the common 


RHM ASSOCIATES, 
Dept. F-193 

220 Fifth Avenue, 

New York 1, N. Y. 
Attached is $2. Please send 
me “The Speculative Merits 
of Common Stock War- 
rants,” by Sidney Fried, to- 
gether with Supplement. 
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STREET 
CITY 
STATE 


stock warrant, and many share our opinion 
that this book is the best possible first step to- 
wards taking advantage of this potential. 

The cost of the latest expanded edition is 
only $2. Use the coupon today, and receive 
your copy of this book which, in addition to 
presenting the complete picture of the com- 
mon stock warrant, contains a full descrip 
tion of all outstanding warrants and de- 
scribes a method by which you can take 
advantage of current opportunities in war 
rants in today’s market. 

Careful reading of this book today, will 
help you take advantage of the many war 
rant opportunities which will almost certain 
ly develop tomorrow. THE SPECULATIVE 
MERITS OF COMMON STOCK WAR- 
RANTS, by Sidney Fried, deserves to be read 
by every investor. 

Please fill out coupon belou 


and mail today 
$2.00 
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after 10th, when savings remain 
through end of quarter. Plus funds 
received by 10th earn from Ist. 
| SAVE BY AIR MAIL « POSTAGE FREE 
» > Resources over $300 Million 
» <> Reserves over $25 Million... more than 
TWICE Federal requirements 
Legal for pension, trust, church, founda- 
tion and corporate funds + Founded 1920 
- Member First Charter Financial Corporation 
with assets over $860 Million 
Member Federal Home Loan Bank System 
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. 4 
ay sce 
a INSURED i 
s. sy 
a 0 4 
INTEREST PAID OR COMPOUNDED QUARTERLY 


AMERICAN 
SAVINGS 


AND LOAN ASSOCIATION 
Mr. J. Kirkiey, DEPT. 300 


210 E. PHILADELPHIA STREET 
WHITTIER, CALIFORNIA 





1962 WARNING 


from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu- 
ture of your business. 

Because the reports in The Wall Street 
Journal come to you DAILY, you get 
the fastest possible warning of any new 
trend that may affect your business and 
personal income. You get the facts in 
time to protect your interests or to seize 
quickly a new profit-making opportunity. 

To assure speedy delivery to you any- 
where in the United States, The Journal 
is printed daily in seven cities from coast 
to coast. You are promptly and reliably 
informed on every major new develop- 
ment regarding Prices, Taxes, Consumer 
Buying, Government Spending, Inven- 
tories, Financing, Production Trends, 
Commodities, Securities, Marketing and 
New Legislation. 

The Wall Street Journal has the largest 
staff of writers on business and finance. It 
costs $24 a year, but in order to acquaint 
you with The Journal, we make this 
offer: You can get a Trial Subscription 
for three months for $7. Just send this ad 
with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N.Y. FM 12-15 











by HEINZ H. BIEL 


Give Thanks To Santa Claus! 


IF ANYONE ever had a good reason to 
believe in Santa Claus and to be 
grateful to him for an unexpectedly 
bountiful load of gifts it should be 
the American investor of 1961. What 
a magnificent year it has been for 
him! How generously the virtues of 
thrift and sound investing habits have 
been rewarded! And all these won- 
derful things happened in a year that 
started off so badly—with a recession 
underway and_ seemingly getting 
worse, a new administration taking 
over that had won the election by a 
margin of less than one-tenth of 1°,, 
a horrible fiasco in Cuba, a crisis of 
nightmarish potential developing over 
Berlin. Yet, the investor holding best- 
quality, conservative stocks flourished 
and prospered, far beyond his fondest 
hopes and far beyond any 
sional’s realistic expectations. 

This is not the season to express 
doubt in the benevolence of Santa 
Claus. But while he has been good 
to us in 1961, we must be careful not 
to become too demanding in our 
anticipations for the future. There 
may be a limit even to Santa’s gen- 
erosity. 

The average industrial and utility 
stock presently is selling at some- 
where around 22 times this year’s 
earnings. Do investors really know 
and understand what this so-called 
price ‘earnings ratio means? It means 
that one dollar invested in a stock 
produces earnings of only 412 cents, 


profes- 


and since the average cividend pay- 
out is barely two-thirds. of earnings, 
the dividend return—before the re- 
cipient’s income taxes, of course—is 
about 3°. 

This is not a particularly allur- 
ing prospect for the individual with 
money to invest, unless there are good 
reasons for believing that corporate 
profits will grow at a significant and 
fairly steady rate in the years ahead. 
Taking earnings on the comprehen- 
sive Standard & Poor’s average of 425 
industrial stocks as a yardstick, re- 
sults of the past several years have 
not been overly impressive. 

1954 $2.89 1958 $2.95 
1955 3.78 1959 3.53 
1956 §3.53 1960 3.41 
1957 3.50 1961 3.50 (est.) 


Obviously, for quite a few years 
there has been more growth in the 
“P” than in the “E,” with the result 
that the P/E ratio has reached a 
rather frightening level. I expect that 
corporate profits will be higher next 


year, probably at 

an all-time high. 

But even $4 earn- 

ings on the Stand- 

ard & Poor’s in- 

dustrial average 

would reduce the 

P E ratio only to 

about 19 which is 

still very, very high. We should not 
have illusions that the stock market is 
an indefinite one-way street. Hence- 
forth, when I comment favorably on 
certain stocks in this column, I do 
not suggest that they are good values, 
but only that they are relatively good 
values. 

For example, I have long been and 
remain partial towards Reynolds To- 
bacco (85), which I consider the best 
of the group. But after two 2-for-1 
splits, one in 1959 and the other last 
October, and with the stock selling at 
about 28 times this year’s earnings of 
$3 a share, my enthusiasm begins to 
slacken. For new commitments in the 
attractive tobacco industry I now pre- 
fer Universal Leaf Tobacco (55). Not 
a manufacturer of cigarettes but the 
leading merchant and processor of 
tobaccos for the industry, both here 
and abroad, Universal Leaf has a re- 
markably fine record of steady, rather 
than spectacular, earnings growth 
With earnings, including undistrib- 
uted profits of non-consolidated sub- 
sidiaries, now approaching $4 a share, 
this stock at about 14 times earnings 
represents a fair investment value 
Dividends should continue at the 
$1.50 rate paid out during the past 12 
months. 

The so-called revolution in retail- 
ing (meaning the discount store’s 
emergence towards respectability) 
has stimulated investors’ interest in 
this highly competitive field to an ex- 
tent which either makes one wonder 
or confirms one’s faith in Santa Claus 
who, after all, is the patron of the 
retail trade. 

I have no doubt that a competently 
managed discount store organization 
has distinct merits; it will grow and 
prosper. But I am taking a rather 
dim view of the “me too” companies 
which, without much know-how in 
this specific manner of retailing, enter 
a highly competitive field, often, it 
would seem, merely to placate stock- 
holders who have become impatient 
with complacent and unimaginative 
management. Nowadays all a com- 
pany has to do to get its stock soaring 
is to announce its intention to get 
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into the rough-and-tumble discount 
game. There may be a rude awaken- 
ing for some. 

Two stocks in the variety chain 
field appear comparatively attractive, 
J.J. Newberry Co. (52) and GC. 
Murphy Co. (51). Newberry’s record, 
on the surface, is anything but in- 
spiring: shrinking margins, mediocre 
earnings and a $2 dividend rate that 
hasn’t changed in more than a decade. 
Yet, there is promise as well as evi- 
dence of better things ahead. An ex- 
tensive program of expansion and 
store enlargement is beginning to bear 
fruit. This year’s earnings are ex- 
pected to recover to $2.90 a share, 
while 1962 may see further gains to 
perhaps $3.50 or more, a figure which 
would be the best result in a great 
many years. 

G.C. Murphy, perhaps somewhat 
more conservative, albeit less dy- 
namic, is selling at only about 13 
times estimated 1961 earnings of $3.75 
a share. The stock has attraction 
primarily for investors seeking an 
above average income. The $2.30 divi- 
dend, paid for the past three years 
and providing a fairly liberal return 
of 4.6%, is expected to be main- 
tained by the company. 

Colonial Sand & Stone Co. (20) 
has outperformed the cement and 
building material. group by a good 
margin since it was last discussed in 
this column a little more than two 
years ago. The stock then was sell- 
ing at 105, (adjusted for split and 
stock dividends). With its operations 
concentrated in the New York metro- 
politan area, the company suffered 
badly during the 56-day strike of the 
truckdrivers last July and August, 
which virtually halted all construc- 
tion activity. However, since termi- 
nation of the strike, business has been 
at record levels, and it now seems 
probable that profits from operations 
will come close to matching last year’s 
net of $1.32 a share. 

Barring a recurrence of labor trou- 
ble or an extended period of abnor- 
mally bad weather, 1962 promises to 
be an excellent year for Colonial. The 
volume of public and private con- 
struction is at an unprecedented high 
level and prices are firm. Benefiting 
from its growing integration, with its 
new and efficient cement and aggre- 
gate plants providing a_ substantial 
portion of its requirements, Colonial’s 
operating profits are likely to rise tc 
a new peak next year. The policy of 
supplementing modest cash dividends 
by yearly stock dividends of 5% is 
likely to be continued in order to con- 
serve funds for capital expenditures 
At its present level the stock is fairly 
priced and attractive on a_semi- 
speculative basis. 
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1 
earn “12” 
insured to *110,000 
with one-check convenience 


Eleven California savings and loan associations now make it possible for you 
to earn 42% (current minimum annual rate) on as much as $110,000... with the 
entire amount insured. “4 Each association is a member of Federal Home Loan 
Bank System, with accounts insured to $10,000 by Federal Savings and Loan 
Insurance Corp.,a permanentagency of the U.S. Govt. By appointing as trustee 
Mr. Edward L. Johnson, president of Financial Federation, Inc. (parent com- 
pany of the eleven associations) they have made it possible for you to mail one 
check and have funds distributed to one or more of the eleven associations listed 
below. Up to $10,000 with each association permits total of $110,000 insured 
under one account name. “1 Make one check to” Edward L. Johnson, Trustee” 
oR make checks to individual associations in amounts you wish and mail in one 
envelope to address below. Add or withdraw with convenient flexibility. Funds 
received by 10th of any month earn from Ist. 


Combined Assets over $440 Million 


Atlantic Savings, Los Angeles * Coachella Valley Savings, Palm Springs * Community 
Savings, Compton « La Ballona Savings, Culver City « Lassen Savings, Chico + Midvalley 
Savings, Marysville « Palomar Savings, Escondido « Prudential Savings, San Gabriel « 
Sequoia Savings, Fresno « Sierra Savings, San Bernardino Silver Gate Savings, San Diego 
All associations are members of the Federal Home Loan Bank System with accounts 
insured by the Federal Savings and Loan Insurance Corporation 


For more details, write for our new Savings Investment Portfolio 


Edward L. Johnson, Trustee - Eleven Insured Savings and Loan Assns. 
DEPT.1204 615 SOUTH FLOWER AT WILSHIRE BOULEVARD, LOS ANGELES 17, CALIF. 





GEORGE LINDSAY'S inion 


KEY TO PROFITS IN 1962: 
PREDICTIONS—AND A PLAN OF ACTION 


Everyone would like to read tomorrow's newspaper today. But in a year that 
promises economic boom ond outstanding investment opportunities, 
is every bit as important as predicting. For this vital reason, GEORGE LINDSAY'S 


planning 


FORECAST FOR 1962—now being prepared 
you can key purchases and sales. 


GREATLY ENLARGED FORECAST NOW INCLUDES ALL THESE INVESTMENT KEYS: 


The Best-Situated Industries Poised for Rapid Growth Rate 

Stocks Most Likely to Lead Industry Advances 

General Direction of Market for Entire Year 

Estimated Dow-Jones Highs and Lows 

Timing Guide to Intermediate Market Movements 

Relationship of Present Level of Stock Prices to Long Term investments 
Pinpointing the One Best Time to Buy Stocks for 6 Months Holding 

Spotting the Single Biggest Pitfall Predicted for the Year 

Hidden Situation in the Business Cycle Virtually ignored By Most Economists 
Summary of Forecasts for the Past Four Years Showing Accuracy of Analysis 


ANNUAL FORECAST REPORT GIVEN WITH SPECIAL OFFER 


The Forecast For 1962, separately bound, will be sent to you together with a 4-week introductory 
subscription to our regular letter (published for more than 10 years)—all for the nominal sum of $! 


QUANTITIES LIMITED . . . MAIL COUPON TODAY 
= eee eo we eee eee ee ee ee cee Se Gee See ees ae oe 
GEORGE LINDSAY'S OPINION, Dept. F-1 
500 Fifth Avenue, New York 36, N. Y. 
Reserve my copy of the ‘Forecast For 1952’ which | will receive together with the 


next FOUR REGULAR ISSUES of George Lindsay's Opinion | have enclosed $1. ‘Add 
25¢ for air mail 


provides expert guidance to which 
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EARNINGS 


OPEN YOUR ACCOUNT NOW 


SAVE BY MAIL + AIR POSTAGE PAID BOTH WAYS 


% Each account insured to $10,000 by U.S 
Government agency, Washington, D.C 


Resources over $130 million 


Reserves over $11 million, more than TWICE 
legal requirements 


Legal for pension, trust, church, guardianship 
foundation and corporate funds 


Perfect record of withdrawals and interest 
payments since our founding in 1885 


Funds postmarked by 10th of month earn 
interest from Ist 


MAIL CHECK TO OPEN ACCOUNT 


HOME MUTUAL 
SAVINGS 


AND LOAN ASSOCIATION 
20, 120 KEARNY ST., SAN FRANCISCO, CALIF. 


MEMBER FEDERAL HOME LOAN BANK 


DEPT. L 





THIS BARGAIN ELECTRONIC STOCK 


is now joining the exciting new parade of 
electronic’ stocks to higher levels! Ever since 
the 1960 parade the market itself has “‘sepa- 
rated-the-men-from-the-boys”’ in this skyrock- 
eting field; this stock was strong and chosen 
The management is Splendid in science, Skilled 
in ——— and Excellent in finance. Com- 
pany has splendid trade reputation, and has 
made money consistently at a rate properly 
propelling its common §stock- price upward 
And it may easily happen again in this— 


GLAMOROUS GROWTH 
INDUSTRY 


WHICH IS PRIMED FOR 1962 MARKETS 
BUT “EARLY-B3IRDS'' CAN ACT NOW 
MAIL $2.00 FOR FULL ACTION ADVICE 


TILLMAN SurVEY 


OUR 38TH YEAR SERVING INVESTORS 
85 Westminster St., Providence 3, R. |. 








The Interim Technical Review 
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WOLFE & Co. 
Stock Exchange 
Ne 7 Wall St 7. 5. 
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FACTORY LOCATING 
Sl SERVICES 
write, wire or phone J. D. Eppright 


TEXAS POWER & LIGHT CO. Dallas 
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TECHNICIAN’S PERSPECTIVE 


by JOHN W. SCHULZ* 


A Question Of Supply 


READERS may recall the column I 
wrote July 15 about McCrory Corp 
The stock had been prominently 
strong and active on the Big Board 
during the spring months and had 
become something of a speculative 
favorite, not without reason. As I 
explained at the time, by means of 
ingenious merger deals an aggres- 
sive management has been enlarging 
the scope of this variety store chain 
to a point where it ranks about third 
in the industry. 

On a consolidated basis, McCrory 
net profits for 1961 are now gener- 
ally estimated at about $1.50 a share: 
for next year, fundamental analysts 
seem to agree, an improvement to- 
ward or perhaps somewhat beyond $2 
looks feasible. 

Even allowing for some overopti- 
mism, I thought I would tell you about 
McCrory at the time because it 
seemed to be an interesting situation 
to have on tap. As I pointed out, 
there were technical reasons to ex- 
pect a phase of correction and con- 
solidation that could carry the stock 
back to the 18-21 price range, where 
it might be considered for purchase as 
a speculation on continued manage- 
ment successes and on the longer- 
term technical potentials suggested by 
analysis of the Point & Figure chart. 
The blacked-out square on the chart 
shown below illustrates where the 
price development stood when I wrote 
the July 15th article. 

As one can see, the uptrend to 24 
in the January-May 1961 period can 
be construed as having liquidated 
the technical implications—reflected 
by the targets (shaded circles) in the 
22-24 range—of the two large base 
structures between columns 1 and 2, 
and 3 and 4, respectively. However, 
I think it is technically tenable to 


view these two 

bases as combining 

into one larger 

base with as yet 

unrealized long- 

term implications. 

By classic P&F 

standards, the 22 

columns of price-reversal action (col- 
umns 1 to 4) over which this base 
extends on the $13 line suggest a 
supply-demand condition from which 
an uptrend could theoretically carry 
to about 35. 

As shown on the chart, the correc- 
tion anticipated in the July 15th 
article had fully materialized by Sep- 
tember and, during October and most 
of November, the price movement 
traced out three columns of lateral 
base development on the 19-20 level. 
Then suddenly on Nov. 27, the stock 
rose sharply to 24% on heavy turn- 
over, recalling its April-May behavior 
and nearly duplicating the May peak 

What had happened to cause this 
new rally, which put McCrory once 
again in the most-active list? From 
the viewpoint of fundamentals, as far 
as I was able to ascertain, there was 
nothing new. True, there had been 
some talk that Rapid-American Corp., 
which at last report owned about 35° 
of outstanding McCrory common, was 
about to add to its holdings. These 
stories probably germinated when 
Rapid-American, on Nov. 3, applied 
to the Securities & Exchange Com- 
mission for registration of some $8 
million in public financing, stating 
that the proceeds were intended prin- 
cipally to increase its ownership in- 
terest in McCrory Corp. “and for 
other general corporate purposes.” 
But this not the first public 
indication of Rapid-American’s goal. 
Late last June management was quot- 

ed in the financial 


was 
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press as wanting 
to increase its Mc- 
Crory holdings to 
51% 

Since there were 
somewhat over 5.7 
million shares out- 
standing as of Nov. 
27, Rapid-Ameri- 
can would have to 











acquire something 









































like 1 million 
(CONTINUED ON 
PAGE 51) 


*Mr. Schulz is a 











partner in the New 














York Stock Exchange 








firm of Wolfe & Co 
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It's good 
to own growth stocks! 


The following tabulation shows 


you why, 


and it also shows you 


the good results you may expect from a carefully researched serv- 


ice such as “AMERICA’S FASTEST GROWING COMPANIES.” 


PERCENT 


CHANGE 


IN MARKET PRICE 





Dow-Jones Industrial 


Investment 


AMERICA’S 


Trust Average 


performance 


Average 


Herold, Ine. 


12 Months 
to 12-31-60 


11 Months 
to 11-30-61 





16‘ 
20° ‘ 


FASTEST GROWING COMPANIES + § 39°, 
AFGC Stocks Owned by John 


Please note: 


19°, 


It should not be assumed that future 
will necessarily conform to this record. 








AMERICA’S FASTEST 


These are 


GROWING 


COMPANIES 


as of December, 1961* 


Addressograph-Multi. 
Aerojet-General 
Aileen, Ine. 

Akron Brass 

Amer. Distilling 
Amer. Express Co. 
Amer. Home Sere 


ne 
Ay von Predec ts 


Baxter Laboratories 
Beam, J. B. Distill. 
Beauty Counselors 
Belco Petroleum Corp. 
Bobbie Brooks 
Borman Food Stores 
Bowmar Instruments 
Bradley, Milton Co. 
Brandywine Raceway 
Branson Instruments, 
Ine. 
Bristol-Myers 
B'way-Hale Stores 
Brunswick Corp. 
Byer-Rolnick Hat 
Corp. 


Calif. Liquid Gas 
Cenco Instruments 
Chock Full O'Nuts 
Citizens Utilities, “A” 
Coastal States Gas 
Crown Cork & Seal 


Diebold, Ine. 
Diners’ Club 
Drackett Co. 
Dymo Industries 


Eastern Lime 
Echlin Mfz. Co. 
Emerson Elec. Mfg. 


Far West Financial 
First Charter Finan. 
Fst. Nat'l Bk. of 
Chicage 
Fla. Power & Light 
Fleming Co. 
Fotochrome, Inc. 
Fownes Brothers 
Franklin Life Ins. 
Franklin Nat'l Bank 
Frito-Lay, Ine. 


General Foods Corp. 
Glass-Tite Industries 
Gilobe Rubber Products 
Gulf American Land 


*COMPANIES ARE ADDED to 


standards set by the service 


High Voltage Engin. 

Holiday Inns 

Holt, ~~ a 
Winst 

Pe ny ‘ ‘itamin Prods. 


Inlané Credit Corp 
Inter. Bus. Mach. 
Inter. Rectifier 


Jamesbury Corp. 


Lafayette Radio Elec. 
Litton Industries 
Lucky Stores 


MCA, Ine. 

Majestic Specialties 

Manpower, Ine. 

Mary Carter Paint Co. 

Maryland C up Corp. 

Masco Corp. 

Matheson Co., Ine. 

Mattel, Inc. 

Mays, J. W., Ine. 

MeDonnell Aircraft 

Meadow Brook Bank 

Merchants Fast Motor 
Lines, Ine. 

Merck & Co. 

Miles Laboratories 

Minneapolis Brewing 


o. 

Minn. Mining & Mfg. 

Monroe Auto Equip. 
Co. 


National Biscuit Co. 
National Propane 
National Video Corp. 
Nestie-LeMur Co. 
New Jersey Nat. Gas 
New Yorker — 
Neilsen (A.C. 

~— hern hilinots. Gas 


ec 
Northern Trust 
Norwich Pharmacal 


Orange & Rockland 
Util. 


Pacific Hawaiian 
> 
s. 


Paddington Corp. 

*all Corporation 
Palomar Mortgage Co. 
Papercraft Corp. 
Peabody Coal Co, 
Perkin-Elmer Corp. 
Petrolane Gas Serv. 
Pioneer Finance Co. 
Plough, Ine. 


this list when their earnings 


Prentice-Hall, Ine. 
Procter & Gamble 
Purex Corp. 


Kevion 

Rexall Drag & Chem. 

Reynolds, R. J. 

Tobacco 

Richardson- Merrell, 
ne. 

Roadway Express, Inc. 

Rockower Bros., Inc. 

Rorer, W. H. 

Rotron Mfg. Co., Inc. 

Russ Togs, Ine 


San Diego Imperial 

Scott, O. M. & Sons 

Simplicity Mfg 

Smith, Kline ra French 

South ‘Jersey Gas 

Speedry Chem. Prods. 

Standard Brands Paint 

Standard Kollsman, 
ne. 

Stop & Shop 

Suburban Gas 

Swingline Inc. 


Talcott (James) 
Tampa Electric 
Tampax 

Tech. Materiel Corp. 
Thompson Fiber Glass 
Thrifty Drug Stores 
Tip Top Products Co. 
Tonka Toys 

Tractor Supply 


Union Bank, L. A. 

: nited Finans ial 
.S. Vitamin 

‘ pjohn Ca. 


Valley Nat'l Bank 
Van Camp Sea Food 


Varian Associates 
Virginia Dare Stores 
Va. Elec. & Power 


Walter (Jim) Corp. 
Warner-Lambert 
Wesco Financial Corp 
Weston (Geo.) 
Wickes Co 

Will Ross, 

Winn Dixie 

Witco Chemical Co. 
World Color Press 


Xerox Corp. 


growth meets t} 


COMPANIES ARE DROPPED when their rate of growth fails to keep up with the 


Thus, AFGC listings are subject to constant revisior 


standards set by the service 








“AMERICA’S FASTEST GROWING COMPANIES” is not 
an advisory service, but is a factual report on selected com- 
panies with a high potential for continued expansion in 
earning power and market value. Here are some highlights 
of the current issue: 


e PROGRESS REPORT ON OUR GROWTH STOCK 
INVESTMENT PROGRAMS. 

e YEAR-TO-YEAR PROFIT GROWTH OF 156 STOCKS. 

e 21 MODERATELY-PRICED GROWTH STOCKS WITH 
SHARPLY RISING EARNINGS. 

e4 AFGC IN THE EXPANDING REPLACEMENT 
MARKET. 

e GLIDE TO INVESTMENT SELECTION. 

e PRICE RECORD OF GROWTH STOCKS. 

e TRANSACTIONS BY “INSIDERS” AND TRUSTs. 

e NEW GROWTH COMPANIES ADDED TO AFGC LIST. 


AFGC does not give opinions or forecasts of market action 
or stock prices. It does give you mathematical measurements 
for judging investment potentials of the nation’s leading 
profit-making companies. 


If you are a serious investor who does not have to be told 
what stocks to buy or sell, but prefers to make his own 
decisions on the basis of carefully presented facts, “AMER- 
ICA’S FASTEST GROWING COMPANIES” will be of 
unusual interest and value to you. 

If you would like to examine “AMERICA’S FASTEST 
GROWING COMPANIES,” review its past record in greater 
detail and use it on a 3-month trial basis, with privilege of 
cancellation and full refund, merely fill in and mail the 
form below. 


INC. 


Greenwich, Conn 


JOHN S. HEROLD, 


25 Greenwich Ave. * 


Please start my three months trial subscription to 
“America's Fastest Growing Companies” 


the monthly service which systematically uncovers the leading 
growth companies and keeps subscribers constantly advised on 
their progress and prospects. 

(This trial offer extended to new readers only.) 


Vame 
Street 


City . . Zone. State G-FOIR 


Please send bill for $10.00 C] Enclosed is check 
(Send payment with your order and we will 


Panograpr a pictor 
covered in AFGC.) 


include free our latest 
ial presentation of relative standing of the 156 stocks 





in the FASTEST 
GROWING 
COUNTY 
in the 
Country! 


INVESTMENT POINTERS 


by BRADBURY K. THURLOW * 


The Market Optimist 


| MARKET ANALYSTS are often accused 


of turning like weather vanes with 
every speculative gust of wind, but 
it is only fair to recognize that their 
activities are influenced and limited 


| by two basic (and often opposed) 


CURRENT RATE 
PER ANKUM 


Insured safety, too! 


Santa Clara County in The Greater San 
Francisco Bay Area is the fastest growing 
county in the nation. First Federal Sav- 
ings of San Jose is a 36 year old home- 
owned locally-managed association in this 
county. We know the area, and invest only 
in soundest first mortgages! Legal for trust 
funds and corporation accounts. Accounts 
insured to $10,000 by U.S. Gov't. agency. 
Save by mail. Postage paid both ways. 
Funds received by 10th earn from the Ist. 


FIRST FEDERAL SAVINGS 


AND LOAN ASSN. OF SAN JOSE 
50 North First Street, San Jose, Calif 


Check 
Fenclos€ — Money Order for 


A RESS 


CITY, STATE 


THIS $19 COMMON STOCK 


went up ELEVEN-fold in 7 years; then it took 
o ‘rest’ while the management stunned the 
industry with a novel and progressive idea. 
This seems to create a speculative base pattern 
which could cause the price to jump 80% in 
the next eight months . . Aggressive and 
honest management in all respects certainly 
should odd ‘‘growth-values” for any far see 
ing investors in this—stock of— 


REMARKABLE GROWTH 
BACKGROUND 


PRIMED FOR 1962 MARKETS 
BUT “EARLY-BIRDS'' CAN ACT NOW 
MAIL $2.00 FOR FULL ACTION ADVICE 


TILLMAN SURVEY 


OUR 38TH YEAR SERVING INVESTORS 
85 Westminster St, Providence 3, R. |. 


YALE & TOWNE 
a Quarterly Dividend 

















25¢ a Share and 
2% Stock Dividend 

Payable: 

Jan. 2, 1962 

Record date: 

Dec. 12, 1961 

Declared: 


Nov. 30, 1961 


q Elmer F. Franz 
) Vice President & Treasurer 


I 
THE YALE & TOWNE MFG. co. 
Lock and Hardware Products since 1868 


Materials Handling Equipment since 1875 
Cash dividends paid every year since 1899 











forces. In the first place the analyst 
usually has some fundamental long- 
term view on stock prices: Prices are 
either high, low or reasonable. This 
view will condition the ideas he ex- 
presses. He will be reluctant to take 
a strong stand that is too much at 
odds with his prevailing judgments of 
value. 

At the same time, if he has 
had experience with stocks, he will 
recognize that the market price rises 
and falls on the basis of popularity. 
He cannot fight, or even to a signifi- 
cant extent influence, public opinion. 
His job is to interpret that opinion, 
constantly revising his estimates on 
the basis of all the information he can 
gather. If he interprets correctly, he 
is a hero. When he makes a mistake, 
he gets his knuckles rapped. 

My own fundamental opinion is that 
the present 1212-year-old bull market 
has come a long way, that most stocks 
are overvalued on any long-term 
historical basis and that the whole 
speculative structure of the stock mar- 
ket has become vulnerable to a severe 
correction at any time. I am always 
on the lookout, therefore, for popu- 
lar misconceptions or attitudes that 
might be subject to sudden psycho- 
logical reverses which could bring on 
the much feared reaction. As public 
participation in the bull market in- 
creases, these misconceptions become 
legion, but, by the same token, when 
the climate of public opinion is strong- 
ly optimistic, the stock market can 
take in stride fairly important shifts 
in sentiment. 

Over the past few months we 
have seen the partial collapse of the 
electronics-vending-bowling growth- 
stock bubble that hit the market at the 
same time the Berlin crisis was in the 
daily headlines. For a while it looked 
as if a severe reaction might be in 
the making, but by early November 
the nervous selling had been absorbed, 
the seven-week “line” in the Dow 
Jones industrial average had been 
broken decisely by a strong rally and 
October’s worries were ancient his- 
tory. 

After passing a test of this sort, the 
stock market ought to enjoy a healthy 
and reasonably sustained recovery. 
On the theory that trading in stocks 


is a kind of contest 
between optimists 
and pessimists, it 
would now appear 
that the pessimists 
struck out in Oc- 
tober and the op- 
timists are now at 
bat. The optimists still have some real 
advantages working for them. 1) The 
momentum of the bull market is still 
unchecked. 2) New investment mon- 
ey is constantly flowing into stocks. 
3) Conservative investors show a con- 
tinuing, inflation-motivated prefer- 
ence for high quality stocks over high 
grade bonds. 4) The 1962 business 
outlook is encouraging. 5) Reluctance 
to pay heavy capital-gains taxes keeps 
potentially large supplies of appar- 
ently overpriced stocks away from the 
market, with the result that such 
stocks advance easily on light buying. 

With all these advantages working 
now for the optimists, one assumes 
they should make a good showing. 
The next cause for concern will arise 
if, after a few more weeks, they have 
failed to do so, or, contrarily, if they 
succeed so well that they become 
overconfident. In other words, the 
market will again appear suspect if 
the advance begins to falter or if we 
begin to see speculative overindul- 
gence of the sort that was so evident 
last spring. For the present, neither 
of these phenomena is visible. The 
path of least resistance points to 
higher stock prices. 

Even so, our conservative instincts 
warn us to be careful. This is not 
1949 or 1954 when one could go out 
blindfolded and buy. There are a 
number of groups, like the utilities, 
tobaccos, food companies and certain 
retail trade stocks, that seem to have 
gone beyond price levels where they 
can be considered defensive invest- 
ments. 

The understandable reluctance to 
pay large taxes on profits realized 
in such issues is adding to their 
strength in these closing weeks of 
the year, but in January it may be 
a different story. The low-yielding, 
high-quality defensive stocks may be 
in for a fairly stiff reaction of their 
own, which would, of course, affect 
market sentiment adversely. This is 
still only a possibility, but it is worth 
watching carefully. 

If the low-yielding. high-quality 


*Mr. Thurlow, an officer of Winslow, Cohu 
& Stetson, Inc.. members of the New York 
Stock Exchange, is a guest columnist 
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issues come in for heavy profit taking | 
next year, my guess is that the money | 


coming out of them will go into other 
stocks of more or less comparable 
quality, stocks that have not risen so 
rapidly and that are paying a better 
dividend yield. The stocks that come 
to mind are industrial leaders like 
General Motors (54) and Standard 
Oil of N.J. (483%); “dead” stocks 
that have been in the speculative 
doldrums for years, like Anderson 
Clayton (46%), Firestone (48), or 


Ingersoll-Rand (86) ; stocks like Amer- 


ican Can (48%) whose business is 
finally beginning to recover after a 


long series of disappointments; and | 
better grade railroads like Atchison, | 
Topeka & Santa Fe (28) and South- 


ern Railway (58). 


These stocks look like the seest | 


probable candidates to replace richly 
priced, defensive-type stocks that have 
succeeded so admirably during 1961. 
Going down the speculative scale 


slightly (or up if one prefers), stocks | 


like General Electric (7738) and 
American Telephone (134%) are be- 
ginning to acquire a new tinge of 
glamour that could bring substantially 
higher prices in 1962. 

The West Coast finance companies 
(of which our favorites are Financial 


Federation (132) and Far West Fi- | 


nancial (4042) will, in our opinion, 


continue to attract the kind of ag- | 


gressive growth-oriented buying that 
made them such outstanding perform- 
ers during 1961. 

Drug stocks also look strongly situ- 


ated in the present market and have | 


a large measure of popular invest- 
ment appeal. Rexall Drug & Chemical 
(53), Pfizer & Co. (50%) and Scher- 
ing Corp. (65) would be our choice 
among the leaders, with Parke, Davis 
& Co. (3434) a depressed specialty 
yielding close to 4%. 

The big, speculative imponderable 
in the picture, as I see it, is the action 


of stocks in the heavy cyclical indus- | 
tries: steel, chemical, aluminum, ma- | 
chinery, metal fabricating, building, | 
mining, railroad equipment, etc. To | 


date these stocks have been a drug 
on the market. They were among the 
worst performers in the September- 
November reaction and have been 


lifeless in the recovery to date. The | 
excuse that they are now depressed | 


by tax-loss selling is valid enough, 


but this excuse expires at the close | 
of business December 31. For such | 
stocks, inflation has meant falling | 
profit margins. If next year’s busi- | 


ness recovery is not strong enough to 


restore their former peak earning | 


power, these cyclical stocks could be- 
come a source of real trouble to an 
otherwise potentially vigorous stock 
market. 
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10 Fast-Growth Speculations 
FOR STRONG 1962 RISES 


“Sometime within the next 60 days,” says Roger E. Spear, noted financial 
adviser, “we expect an upside breakout in certain carefully selected fast- 
growth stocks. For investors willing to accept a higher degree of risk for 
greater profit potential, the time to act is clearly now.” 


RECOVERY UPSURGE POINTS TO BIG NEW GAINS 
Not since last year have conditions been so favorable for buying certain 
fast-growth stocks for large, sustained advances. Investors who recognized 
those conditions in 1960, had the opportunity to enjoy some handsome 
8-month gains in stocks such as: 
From Gain Gain 


Amer. Hosp. S. ............ 16 106% First Charter 108% 
_ <. & See 21 80% f * ee 26 96% 
Bell & Howell 40 10% Harris-Inter. ........ 88% 
Burry Biscuit 142% Heublein Inc. ...... 100% 
Commonw. Life 100% - Kerr McGee 166% 
ee! 31 87%  .. ae 56 75% 
Emerson Elec. .............. 42 97% THOSE SEP. ......cc0se00000 18 138% 


10 New Opportunities for 1962 Fast-Growth Profits 
Our editors have just selected 10 unusually interesting fast-growth situa- 
tions which now appear headed for substantial advances. These stocks are 
specifically chosen for the individual who recognizes the rich capital-gain 
potential of fast-growth stocks—and who can accept the inherent market risk. 
You will find these stocks in a new Spear Report, “10 Fast-GROWTH 
SPECULATIONS FOR LARGE GAINS IN 1962.” Here are a few highlights: 
One is a specialty food company which has just completed a merger which 
we think will prove to be brilliantly successful. With their joint marketing 
know-how, we think the potential here is great. 
Another is a fantastically successful discount merchandiser—in our opinion 
the smartest in the field. Earnings jumped 38% this year. And a 3-for-1 
stock split has been approved which, when effected, should bring in a 
whole new host of buyers. 
In fact, all 10 of the stocks in this Report have, in our opinion, unusual fast- 
growing potentials. They are now, we believe, at good buying levels—and 
you should act promptly to take advantage of what well may be some of the 
best profit-makers of 1962. 














WHICH 10 OF THESE GROWTH STOCKS SHOULD BE 
BOUGHT FOR STRONG 1962 GAINS? 


Address.-Multi. Bristol-Myers General Foods Monroe Auto Eq. Swingline Inc. 
Amer. Distilling Brunswick Corp. Harris-Intertype Natl. Biscuit Talcott (James) 
Amer. Express Cenco Instruments Heublein, Inc. Nielsen (A. C.) Texas Instruments 
Amer. Home Prods. Chock Full O’Nuts Holiday Inn Norwich Pharma. Tractor Supply 
Amer. Hosp. Supy. Citizens Util. “A” Intern’! Bus. Mach. Pac. Hawaiian Union Bank 
Amer. Photocopy Coastal States Interstate Hosts Paddington Universal Match 
Avon Products Diebold, Inc. Korvette Papercraft Upjohn Co. 
Baxter Lab. Drackett Co. Lafayette Radio Purex Corp. Varian Assoc. 
Beam, J. B. Dist. Echiin Mfg. Co. Lucky Stores Rich.-Merrell Virginia Dare 
Beauty Counselors Emerson Elec. Mary Carter Paint Rorer, W. H. Walter Vim) 
Bell & Howell First Chart, Fin Mattel Inc. San Diego Imp. Westco Fin. 
Berkshire Frocks Fleming Co. Merck & Co. Scott, 0. M. Winn Dixie 
Bobbie Brooks Franklin Life Miles Labora. Smith, Kl. & Fr. Xerox Corp. 
Borman Foods Frito-Lay Minn. M. & M. Stop & Shop 








$ SPECIAL OFFER. Send for this new Report today on “10 Fast-Growth Specu- 
lations for Large Gains in 1962”—plus our latest Buy-Hold-Switch Ratings 
on 529 Key Stocks and a 2-week trial to the weekly Spear Market Letter for 

the special introductory rate of just $1. Mail coupon now. 


SPEAR & STAFF inc. Babson Park, Massachusetts 


‘es i [] Check here if you prefer a 3-months trial 
— rein ti eS eae to L at special vate af $20. (Regular rate $25.) 
Growth Speculations For Large 
Gains In 1962, plus your latest 
Buy-Hold-Switch Ratings on 529 
Key Stocks—with a 2-week trial 
subscription to the Spear Market 
Letter. 











NATION'S 
LARGEST 
FEDERAL 


SAVINGS 
ASSOCIATION 


pays you 


DIVIDENDS PAID QUARTERLY at 444% cur- 
rent annual rate « World-wide savings service for 
180,000 individuals, corporations and trusts in 50 
states, 76 foreign countries « Same, sound manage- 
ment policies since 1925. Assets over $690 million « 


Accounts insured by Federal Savings & Loan Insur- | 
ance Corp. « A man and wife, with 2 individual 
1 joint account, can have up to | 


accounts and 
$30,000 in fully insured savings « Funds received 


by 10th, earn from Ist. « We pay air mail both ways | 
« Mail check or money order with coupon below. | 


CALIFORNIA FEDERAL SAVINGS 


and Loan Association - Head Office: 611 Wilshire,L.A.17 | 


FREE FIMANCIAL GUIDE 
saving money, investing in homes, insurance, stocks. Other exciting features! 


Calrfornia Federal Savings & Loan Assn 
Box 54087, Terminal Annex, Los Angeles 54, Calif 


Please send free ‘The California Story’ and 
Cal Fed MAIL-SAVER® [0: 

Mame 

Adgress ——_____ 


Gy... Zone — 


i 
! 
| 
1 
1 
| 
| 
| 
| 
_— 


C) Funds enciosed in amount of $ 


THIS $18 COMMON STOCK 


is vital in the retail field and has paid divi 
dends annually since 1929. Its product is 
greatly in today’s inflation swirl; and all firms 
in the same business are surging forward to 
gether— “highlighted” in this case with— 


RETAILING AT ITS BEST 


Buy this low-priced dividend stock at our care 
fully set prices at once, because it— 





1S PRIMED FOR 1962 MARKETS 
BUT “EARLY-BIRDS"’' CAN ACT NOW 


MAIL $2.00 FOR FULL ACTION ADVICE 


TILLMAN SurVEY 


OUR 38TH YEAR SERVING INVESTORS 
85 Westminster St., Providence 3, R. | 


—=Gp— 


(COMMERCIAL SOLVENTS 
Compporation 
DIVIDEND NOTICE 








The Board of Directors has today de- 
clared the following dividends on the 
*common stock of this Corporation 
Quarterly cash dividend of twenty 
cents per share 
Stock dividend of one percent 
Both dividends are payable on De- 
cember 29, 1961 to stockholders of 
record at the close of business on 
December 6, 1961. 
A. R. BERGEN, 


November 27, 1961 Secretary 








- 7 
9” on savings 


The California Story” contains experts’ ideas on | 


THE FUNDS 


| Regulation: 


TOUGHER TESTS 


ANSWER “true” or “false”: 
@® In a bull market in 
stocks, all stocks rise. 
e Bear market refers to a period 


common 


in which common stocks in general 


are rising 

With such apple-pie 
just one hour long, the National As- 
sociation of Securities Dealers has 
determined the fitness of men and 
women to sell mutual funds and 
other securities. Nor are these ques- 
tions untypical. Some others: 

e Stocks referred to as “Blue 
Chips” are those qualified under the 
“Blue Sky” laws of some states. 

e During a bull market, common 
stock prices in general are rising. 

e The Dow-Jones averages are 
weighted averages of all stocks listed 
on the New York Stock Exchange. 

Hardly very severe tests of any- 


| one’s knowledge! Even so, the NASD 


publishes a list of the questions and 
answers from which its tests are as- 
sembled. An applicant could pass the 


| exam simply by memorizing the list. 


So it is hardly surprising that more 
than 95% of the people who took the 


test last year passed it on their very | 


first try 

In With the New. But after New 
Year’s Day, all this will be changed. 
Then the NASD will initiate a new 
test which will be twice as long and, 
it claims, far more difficult. No longer 
will candidates receive an advance 
list of questions and answers; their 
only crutch will be a study outline 
prepared by the NASD. Among the 
areas the outline covers are such 
abstruse topics as conversion parity, 
arbitrage and trade jargon. 

Why the toughening up? Since the 
passage of the Maloney Act of 1938, 
which in effect permitted the securi- 
ties business partially to help regulate 
itself, the NASD has 
watchdog of the industry. The SEC in 
1946 gave it the right to register repre- 
sentatives. In 1956, the NASD got the 
power to give written examinations. 


But what with growing criticism of | 
mutual fund selling methods and the | 


general interest of the Government 
in securities, the NASD fears that 
the SEC might take over some of its 
functions. Therefore, earlier this 
year, the NASD sought and received 
the SEC green light for establishing 
a stiffer exam. 

What does a harder test mean to a 
man who wants to sell mutual funds? 


questions, 
posed in the course of an examination | 


| your investment dollar . 


| SEND 


become the | 








NATIONAL 
INVESTORS 


CORPORATION 
A Growth Stock Mutual Fund 


consecutive 
dividend 


from net investment income 


13 CENTS A SHARE 


Year-end distribution from 
gain realized on investments 


26 CENTS A SHARE. 


Payable December 28, 1961 
Record Date December 5, 1961 


65 Broadway, New York 6, N.Y 


= 








Tv. ROWE PRICE | 
CROWTH STOCK 
FUND, INC. 


BALTIMORE, 





MARYLAND 


OBJECTIVE: Possible long term growth 
of principal and income. 

OFFERING PRICE: Net asset value. 
There is no sales load or commission. 

REDEMPTION PRICE: Net asset value 
less 1%. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. J 














Getting Your Dollars’ Worth in 


MUTUAL FUNDS? 


FundScope gives money saving suggestions on 
these suvervised investments .. . helps you get 
tre highest income and capital appreciation from 
he only publication 
of its kind. FundScope highlights news and items 
out of the ordinary .. . digests information, pro- 
vides special features, unusual facts and current 
performance data on 237 mutual funds, invest 
ment companies and management-companies 
Discover for yourself how proven research and 
analysis can help you 

JUST $2 today for an introductory 3 month 
trial to FundScope and receive as a FREE BONUS 
our MUTUAL FUND BUYING GUIDE. (Offer limited 
to new trial subscribers only.) FundScope does not 
sell mutual funds. No salesman will call 


Fund . . F-9 
470 S. San Vicente, Los Angeles 48. Cal. 





Investments 
Geared to 
America’s Growth 


JOHNSTON MUTUAL 
FUND Ine. 


No sales charge or commission 

No redemption charge 

No binding contracts 

You buy or redeem shares at 

net asset value 

Accumulation Plan available 

Prospectus upon reoves fll 
The Johnston Mutual Fund Inc. 
230 Park Ave., Dept. F, N. Y. 17, N.Y. 

ORegon 39-2700 
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To some, it seems a waste of time. 
They will have to acquire a con- 
siderable amount of knowledge which 
is useful only to other members of 
the NASD, such as stockbrokers. Few 
fund salesmen will ever be called 


upon to discuss, for example, “read- | 


ing and interpretation of the tape.” 
Yet they must study such problems 
to pass the new NASD exam. “We're 
all for raising standards,’ says John 
Case, president of the fund distribu- 
tor First Investors Corp. “But is this 
the way to do it? Isn't teaching 
French to people who aren't going to 
France just a mental exercise?” 

To other fundmen the extra study 
can’t hurt. “No knowledge is un- 
necessary,’ says Walter Benedick, 
president of Investors Planning Corp. 
“They may not use some of it, but 
it won’t do them any harm.” An out- 
sider of sorts, Bill Hansen, New York 
manager of big Investors Diversified 
Services, suggests that it could do 
some harm. ‘nce IDS is one of the 
few funds not a member of the NASD, 
its salesmen don't have to take the 
exam, and Hansen says: “A lot of 
those things would just be confusing 
to our salesmen.” 

Shakeout. In an industry which is 
very much sales-oriented, will po- 
tential sales geniuses be frightened 
away? “The new test will cut down 
on recruiting,’ says Henry Jamieson, 
chairman of the Channing Service 
Corp., “but it will cut down on turn- 
over, too. There is a big floating 
population of professional drawees, 
men who just want an office to sit 
around in, and the new exam should 
shake them out.” 

_ Walter Benedick regards the ex- 
amination as a challenge to training 
organizations. Says he: “Most people 





FUNDS 
VS. THE MARKET 











\ 
10 Leading Balanced Funds 
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Indexes use weekly closing prices. 
Fund indexes assume reinvestment 
of capital gains at net asset value 4 
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Which 349 Stocks to Buy and Sell in 1962! 


ANNUAL 
FORECAST 


10 TIMELY NEW STOCK LISTS 
One of the Most Important Forecasts Ever Presented by S & P! 


NEW--Stocks that can outgain the market in 1962 
NEW—Exclusive Switch List of 138 stocks that should be sold now 
These Official New S & P ‘‘Buy’ 


AND Features 


Lists: 


* 10 “Stocks for Action”—Stocks capable of outgaining the market 

in 1962. + 30 Best Low-Priced Stocks. « 16 Growth Stocks for Long- 

Term Profits. « 35 Candidates for Stock Splits. + 36 Income Stocks 

r) with Profit Potential. - 18 Blue Chip Stocks for Safety and Income. 

* 12 High-Vielding, Top-Quality Bonds. + 14 Convertible Bonds and 

e Preferred Shares for Safe Income and Capital Gain. + 40 Candidates 
for Increased Dividends. 


Simply mail $1 with this Ad, your name and address for S & P's 1962 
Annual Forecast in The OUTLOOK, one of America’s Foremost Invest 
ment Advisory Services! New Readers only. Subscribers covered 


STANDARD & POOR’S CORPORATION 


Faithfully Serving Investors for 101 Years 


34S HUDSON STREET - NEW YORK 14, N. Y. 


A429.172 








DIVIDEND NOTICE 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 
clared a dividend of 26'2¢ per share on 
the Common Stock, payable January 2, 
1962, to stockholders of record at the 
close of business December 15, 1961. 
D. J. WINFIELD 
Treasurer 


SERVING THE MIDDLE SOUTH 
Arkansas Power & Light Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 


December 6, 1961 


Utility service by tax-paying, 
Lelie y A H 
publicly c s 


made this dividend possible 




















PHILIP MORRIS 


INCORPORATED 


COMMON STOCK DIVIDEND 


4 regular quarterly dividend of 


PREFERRED STOCK DIVIDEND 


A regular quarterly dividend of 
$1.00 per share on the Cumu- 
Preferred Stock, 4% 
Series, and a regular quarterly 
lividend of $0.975 per share 
on the 


$0.90 per share on the Com- 
mon Stock of the Company has__‘!4tive 
een declared payable January 
15, 1962 to holders of record at 
Preferred 
Stock, 3.90% Series, have been 
declared, both payable on 
February |, 1962 to the respec- 
tive holders of record at the close 
of business on January 15, 1962 


JOHN E. COOKMAN, 


Treasurer 


Cumulative 
the close of business on De- 


cember 19, 1961. 





New York,N.Y., 
Nov. 29, 1961 





















































INVEST 


IN THE 


WEST 


Enjoy the security of an 
insured savings account 

. plus the high earnings 
paid quarterly by San 
Diego's largest savings 
association. Located in 
one of Southern Cali- 
fornia’s fastest-growing 
metropolitan areas, Home 
Federal has consistently 
offered a high return since 
its founding in 1934. Join 
the 70,000 investors who 
receive these earnings 
every 90 days. Each ac- 
count is insured to $10,000 
by the Federal Savings & 
Loan Insurance Corp.... 
larger sums can be insured 
by combining individual, 
joint and trust accounts. 
Savings placed by the 
10th earn from the Ist. So 
send your check today... 
or mail the coupon for 
statement and further 
information 





FEDERAL SAVINGS 


AND LOAN ASSOCIATION OF SAN DIEGO 


ASSETS OVER $250,000,000 


oe 


P.O. Box 2070-F (Broadway at 7th) 
San Diego 12, California 


Please airmail further information. 
Name 

Address 

City 


State 








will be able to handle the learning, 
and we expect no letdown in recruit- 
ing or training.” 

Whatever their premonitions about 
the exam, many large recruiters are 
expanding their training programs to 
handle it. Benedick has had a big 
training section since the instigation 
of the present written test, and he 
feels confident it can handle a new 
role. Says he: “We have the machin- 
ery; we're just going to extend it.” 

In any case, the general run of 
prospective mutual fund salesmen 
seems anything but eager to face the 
new exam next month. Thousands 
of applicants are presently rushing 
to get in under the 1961 wire. Since 
plans for toughening up the test were 
announced last month, NASD regis- 
trants have increased nearly 30% 
(see picture, page 16). 


Listing: 
TIGHTROPE 


No-Loap mutual funds have few ways 
of advertising themselves. Charging 


no sales commissions, they have 


limited money for promotion 


No wonder, then, that no-load funds | 


are especially anxious to have their 
net asset values carried daily in news- 
papers and on wire services. That 
way, the public sees their names with- 
out it costing the funds money 

But for no-load funds which insist 
on a very high minimum purchase, 
getting into the newspapers isn’t easy. 
Newspapers and wire services have 
certain rules about size. The New 
York Times won't list a fund unless 
it has at least 500 shareowners. The 
Associated Press insists on 2,000. 

For this reason, small and relatively 
new Fairfield Securities, Inc. (total 
net assets: $3.8 million) last month 
reduced its minimum subscription 
from $2,000 to $1,000. In this way, 
President Elmer Huebsch hopes to in- 
crease his 355 shareholders sufficiently 
to get at least on the Times’ list. 

Why do no-load funds set mini- 
mums at all? One reason: small ac- 
counts cost as much to handle as big 
ones, making them a luxury the no- 
loads can’t afford. Also, some fund- 
men say, big shareholders can better 
afford to take risks. T. Rowe Price, 
for example, has a $500 minimum on 
his conventional growth fund, but 
$2,000 on his speculative New Hori- 
zons Fund. 

By halving the minimum subscrip- 
tion to his leveraged fund, Huebsch is 
trying to strike a balance between 
shareholders who are both well- 
heeled and numerous. “We want to 
keep our sophistication,” says he. “but 
to get listed we have to generate more 
shareholders.” 


IS THE COMMUNIST 
TIMETABLE FOR 
WORLD CONQUEST 
ON SCHEDULE? 


Add it up. 1949, 
China. 1951, Tibet. 
1954, N. Vietnam. 
1961, Cuba. So far 
the Communist 
timetable is on 
schedule! But in 
Eastern Europe 
you can fight Communism through 
Radio Free Europe ! 


MAIL YOUR CONTRIBUTION NOW TO: 


RADIO FREE EUROPE FUND 
Box 1962, Mt. Vernon, N. Y. 


Published as a public service in coop- 
eration with The Advertising Council 





COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 


st 


— 
Dividend on Common Shares 


The Board of Directors 
of Columbus a nd 
Southern Ohio Electric 
Company. on December 
5, 1961. declared a div- 
idend of fifty cents 
(50¢) per share on 
the outstanding Com- 
mon Shares of the Cor- 
poration, payable Jan- 
uary 10, 1962, to share- 
holders of record at the 
close of business on 
December 26, 1961. 

G. C. SHAFER, Secretary 


the ELECTRIC Co. 


COLUMBUS AND SOUTHERN OHIO 
ELECTRIC COMPANY 








PHILADELPHIA ELECTRIC 
COMPANY 


C) eS Oe } olice 


Dividends on all series of pre- 





ferred stock have been declared, 
payable Februars 1, 1962. to 
stockholders of record at the 
close of business on January 10. 
Dhese dividends amount to $1.17 
a share on the 1.68°7) Series, $1.10 
a share on the 4.4° Series, 
$1.07 a share on the 4.3% 
Series. and 95 cents a share on 
the 3.8°, Series. Checks will 
be mailed. 

G. W. MILLER 


Treasurer 
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SCHULZ: 
(CONTINUED FROM PAGE 44) 


shares, or roughly 25% of the pub- 
licly held stock, in addition to its 
holdings of 1.96 million shares re- 
ported to the SEC as of Oct. 24. This 
simple calculation is, of course, 
enough to stir any speculator’s blood. 
But, as I said, it’s nothing new; it 
could have been (and probably was) 
made last June. Since then, Rapid- 
American has not, according to SEC 
reports, been a very aggressive buyer 
of McCrory common in the open 
market. Besides, around current 
prices, a million shares would cost 
something around $20 million to $25 
million, or substantially more than 
the new financing that is in prospect. 
And quite apart from the question of 
money, it isn’t so easy to assemble a 
million-share block in the open mar- 
ket, even at rising prices. You could 
hardly expect to pick up more than 
one of every two or three shares 
traded, and perhaps much less, espe- 
cially in competition with public 
speculators. So, at this year’s aver- 
age turnover, it would probably take 
at least a year to do the job—assum- 
ing it could be done quietly. 

But there are alternatives to open 
market buying. For example, Rapid- 
American could repeat the strategy 
whereby McCrory acquired the H.L 
Green chain. This involved an offer 
to buy all stock tendered by the 
public up to a certain total and up to 
a certain price above the market, and 
later a share exchange without the 
use of cash. That sort of technique, 
could help McCrory stock to 
higher levels. At worst, the fact that 
R-A is still short of 51° ownership 
should tend to cushion sell-offs fon 
time ahead. But I'm inclined 
to think that recent speculation on 
aggressive open market buying 
full control was at least premature 
and perhaps not quite realistic. 

If this view is correct, then the 
price of McCrory common 
should, for the time being, continue 
to be primarily a function of public 
supply and demand, something that 
we try to analyze by means of ou 
P&F chart. There, the three-column 
base (Nos. 6 to 7) was barely large 
enough to suggest a rally to 23-24, let 
alone a push to a new high at o1 

25. So I should, in any 
expected more lateral 
action in the lower 20s prior to any 
resumption of the long-term uptrend, 
of course, Rapid-American 
really began to buy aggressively and 
soon, or the public simply went crazy 
over McCrory, I should still look for 
a near-term correction that could take 
the price back to the 20-22 range. 


too, 


some 


for 


action 


above case, 


have base 


unless, 


FORBES, DECEMBER 15, 1961 








CHARTCRAFT, INC., DEPT. F-37 
(A Division of Business Reports) 
i West Avenue, Larchmont, WN. Y. 


YOU CAN COUNT ON 


CHARTCRAFT 


Yes—in these uncertain times the Chartcrait 
market is going up or down. 


In general you can check the Chartcraft indicators for an overall view of 
figure charts on the D-J Industrials & Rails—Barron's Confidence Index 
on S & P Group's status and Chartcraft’s 500 stocks 


For individual stocks there are Chartcraft’s Selected Trading Opportunities as well as signa! dates 
price changes, price objectives and stop-loss points on over 500 stocks in each weekly issue 


HOW TO USE THE CHARTCRAFT METHOD 


Chartcraft publishes feur advisory services based on the principles and techniques of interpreting point 
and figure charts. Each service—-NYSE—ASE—OTC—-Commodity—recommends a chart of the week plus 
a few selected trading opportunities. These recommendations are for rather quick moves and may be 
buy or sell short recommendations The price to buy, the stop-loss point and the price objective are 
given. You give your broker these instructions. You may be stopped out at a loss—you may be sold out 
at a profit or you may have occasion to raise your price objective and stop-loss point if the stock 
moves up slowly 


FREE P&F BOOK WITH $10 TRIAL OFFER 


Chartcraft, Inc. is one of the largest point and figure publishers in the world today. The company 
has given 14 years of uninterrupted service to the technician and trader through point and figure charts 

It will pay you to examine the Chartcraft Method and check the services you are interested in. We 
have available to new subscribers a $10 trial offer which brings you 6 full weeks of the service of your 
choice plus the 64 page Chartcraft Method of Point and Figure Trading book. There are 55,000 copies 
of this nationally recognized book in print and it sells in aJl bookstores for $2.00. Check the service 
ou would like and send $10 today for your free book and 6 week trial subscription 


Method of Investing comes to your aid whether the 


the market 
Odd Lot Short-Sales 


point and 
comments 


The Chartcraft Method of Point and Figure Trading Is Available At All Bookstores for $2.00 





NOTE: The Chartcraft 
Method book is free with 
any trial subscription. 








Gentlemen 


I 


leading Technical Trend Indicators 
mail and the items checked below for which I am enclosing $ 


am interested in learning more about the 


Please 


Chartcratft 
send me m) 


Method of 
free Chartcr 


Point and Figur Trading and the 
aft Method book b return Ist class 


Chartcraft NYSE Service—6 Week Trial 
Chartcraft ASE Service—6 Week Trial 
Chartcraft OTC Service—6 Week Trial 
Chartcraft Commodity Service—6 Week Trial 


$10.00 
$10.00 
$10.00 
$10.00 


Name 


Address 


City 





Services and 
just enclose your check f 


would like to 
r the 


subscribe 
appropriate amount 


months at $42, or for 1 year at $72 


| NOTE! If you have already ) the Chartcraft 








UNITED GAS 


CORPORATION 


SHREVEPORT to 


Dividend Notice 


The Board of Directors 
has this date declared a 
dividend of thirty-seven 
and one-half cents (37 14¢) 
© per share on the Common 
DIVIDEND NOTICE Stock of the Corporation, 
Sie teased at Mien payable January 2, 1962, 
7 oe Oe eee to stockholders of record 
clared a quarterly dividend ° 
, : at the close of business on 
of 124%c per share on the December 8. 1961 
common stock, payable COCR ©, 1008. 
December 21, 1961, B. M 
shareholders of . November 28, 1961 


ah saben _ UNITED GAS | 


G. J. LANDSTROM 
SERVING THE 


Vice President-Secretary 


UISIANA 


SUNDSTRAND 


CORPORATION 


to ByRbD 


ord 


Secretary 


Rockford, I llmors 
November 21, 1961 

















FIVE STOCKS TO 


FOR PROFIT IN ‘62 


All are growth stocks with good sponsorship (the 
Funds are buying). Some are candidates for a stock 
split and a dividend increase. We selected these 
stocks from 380 issues while looking for situations to 
match the gains of Litton industries ($50 in 1959 to 
$150 in 1961). See these potential 1962 leaders 
featured as the ‘Best Buys’’ in our latest weekly 
report which you receive by sending $1 (new readers 
only) for 3-week guest subscription. As a bonus you 
receive special report ‘‘Seven Rules For Buying Stocks”’ 
telling how the 5 stocks were —— Mail this ad 
with your name, address and $1 today to: 

a “e185, Dept. F7 


THE TREND ANALYST Glendale , California 





/ WE SERVE 
INDIVIDUALS 


aud. Budinesd- 


Many business firms and non-profit 
organizations have funds beyond 
the cash needed for normal opera- 
tions. Many of them are putting 
these reserve funds to profitable 
use by opening savings accounts 
at Fidelity Federal Savings. 
Accounts may be opened by 
corporations, partnerships, credit 
unions, churches, charitable organ- 
izations, trustees and other groups. 
One organization may have several 
classifications such as building and 
endowment, pension, welfare 
funds, equipment reserves, etc. In- 
dividual accounts may be opened 
for each classification, each insured 
to $10,000. 
Accounts opened by January 10th 
earn from the Ist 


CURRENT 
RATE 
PER ANNUNW 


DIVICENDS PAID QUARTERLY 
Assets over $215 million 
Reserves over $19 million 


EST 
1937 


SAVINGS & LOAN ASSOCIATION 


BOX 1631—22, GLENDALE 5, CALIFORNIA 
Just minutes from the center of Los Angeles 


WRITE FOR COMPLETE INFORMATION — 
R. M. RIGGLE, Asst. vice poner teow 





Please send information about your 
association and latest statement... 


NAME 


ADDRESS - 


| 
| 
| 


CITY ae eee 





| THe Price or Liserry. 


BOOKS 


Books reviewed in this column are not obtain- 
able from Forbes, but may be purchased from 
your loca! bookseller or direct from the publisher. 


By Alan Barth. 
Viking Press, New York, N.Y. $4.50. 
The increase in the crime rate and 
juvenile delinquency often brings de- 
mands for order at any price. If laws on 
arrest, search and wire tapping interfere, 
abolish them. Mr. Barth, a strong be- 
liever in the Bill of Rights, cries “Nay.” 
If the technicalities which handicap de- 
tection are brushed aside, says he, all of 
us will suffer. A book for anyone so dis- 
tressed by increasing crime that he may 
call for “sterner” police methods. 
THE UNITED CONSTITUTIONAL 
DEVELOPMENTS, GROWTH AND POSSIBILI- 
Tres. By Benjamin V. Cohen. Harvard 
University Press, Cambridge, Mass. $2.75. 
The death of Dag Hammarskjold has 
only underlined the crisis that has existed 
in the United Nations for the past sev- 
eral years. But the fact that the U.N. 
can barely sustain its own existence, let 
alone keep world peace, is not the fault 
of its inherent structure, argues Mr. 
Cohen, Washington lawyer and long- 
time State Department consultant. Rather 
it is the refusal of the great powers to 
resort to the organization before they 
resort to threats and force. Russia and 
the U.S., he contends, must recognize 
that the U.N. at its very minimum is an 
instrument through which they can de- 
velop mutually acceptable ground rules 
for staying alive. 


NATIONS: 


Earty Moror Cars, 1904-1915. By George 
A. Oliver. The Stephen Greene Press, 
Brattleboro, Vt. $20. 


In a burst of affection, a Scottish de- 
signer has created one of the most luxu- 
rious treatments ever accorded 
automobile. 
on history-making cars, 
reproduced 12 them Fy 
which do full justice to such vintage 
models as the Rolls, the Daimler and 
even the Model T Ford. The author, a 
man of strong prejudices, calls the Model 
T “the first and greatest universal car, 
more versatile than the Jeep and far less 
complicated.” 


Oliver has 
‘one plates 


THe DeatH AND LIFE OF GREAT AMERICAN 
Crtres. By Jane Jacobs. Random House, 
New York, N.Y., $5.95. 

Anyone who wonders, as he passes a 
monolithic housing development, just 
why he wouldn’t want to live there can 
find ready answers from Jane Jacobs, an 
editor of Architectural Forum. A long 
block, unbroken by small shops and bars, 
keeps people from crisscrossing on their 
errands, thus provides no centers of ac- 
tivity. Furthermore, it removes the safe- 
| guard of watching eyes from the street, 
| actually making it more dangerous. A 
| Successful neighborhood, the author says, 
must have diversity, and our “modern” 
city planners should be prevented from 


a ee eee ee le 
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9th Edition Now Ready! 


J. K. LASSER’S 


1962 
TAX AID RECORD & 
APPOINTMENT BOOK 


e A few copies still available. 

e Completely new format to tie into 
your tax return. Does the double 
job of an appointment book while 
allowing you to keep a record of 
your deductible travel and enter- 
tainment costs. 


e Send your check for $5.95 today to 
Dept. F-17, Business Reports, Inc., 
Larchmont, N.Y. 





the | 
Opposite 12 oa essays | 








Notice to Security Holders of 


UNITED GAS 


CORPORATION 


Earnings Statements for Twelve 
Month Period Ended 
October 31, 196! 


United Gas Corporation has made gen- 
erally available to its security holders 
earnings statements of United Gas Cor- 
poration and of United Gas Corpo- 
ration and Subsidiaries consolidated 
for the period from November 1, 1960 
to October 31, 1961, such period being 
the 12-month peri d beginning on the 
first day of the month next succeeding 
the effectiv e date (October 31, 1960) 
of the Registration Statement filed 
with the Securities and Exchange 
Commission relating to the sale of 
$30,000,000 principal amount of First 
Mortgage and Collateral Trust Bonds, 
5% Series due 1980 and $30,000,000 
principal amount of 5% Sinking 
Fund Debentures due 1980, of United 
Gas Corporation. Copies of such earn- 
ings statements will be mailed upon 
request to any of the Corporation's 
security holders and other interested 


parties 
J. H. Mrracte, 
Vice President and Treasurer 
1525 Fairfield Avenue 
Shreveport, Louisiana 
November 30, 1961 











yo STOCK DIVIDEND 


CONSECUTIVE 
QUARTERLY PAYMENT 


The Board of Directors 
of Seaboard Finance Com- 
pany declared the regu- 
lar quarterly dividend of 
25 cents a share on the 
common stock, payable 
January 10, 1962, to stockholders of 
record December 21, 1961 
PREFERRED STOCK DIVIDENDS 
The Board of Directors also declared 
preferred dividends at the regular 
quarterly rate of $1.1834 a share on 
the $4.75 sinking fund preferred, $1.25 
a share on the $5.00 sinking fund pre- 
ferred, $1.56% a share on the $6.25 
sinking fund preferred, all payable 
January 10, 1962, to stockholders of 
record December 21, 1961. 
October 26, 1962 Edward L. Johnson 


SECRETARY 


JFHBOARL 


FINANCE COMPANY 
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TRENDS & TANGENTS 


(CONTINUED FROM PAGE 7) 


ing penalty on Spencer Chemical’s 
polyethylene. 
. ° + 

Coal Comfort. The ailing anthracite 
industry got a shot in the arm last 
month when the U.S. Defense De- 
partment bought 485,165 tons of an- 
thracite for shipment to posts in West 
Germany. The department’s order, 
totaling $11.5 million, amounts to 3% 
of the industry’s 1960 output. 

* . ° 

Going Up. Otis Elevator President 
Percy Douglas believes the greatest 
growth for future elevator sales lies 
abroad. Explains Douglas: ‘Foreign 
countries are now where we were 
back in the 1920s. Why, the first three 
skyscrapers are now being built in 
London. In France new 12-story 
housing developments are replacing 
houses built in Napoleon’s day. And 
they all need elevators.” 

* » . 

Time Out For Business. Their bloody 
political problems notwithstanding, 
the Central Congo government in 
Leopoldville took time out early this 
month to dispatch $787,500 (in dol- 
lars) to New York. The money 
brought the Congo Republic up to 
date on $15 million worth of bonds 


after two quarterly interest payments 
had been skipped. The bonds, which 
had slipped as low as 26 since they 
were floated in 1958, jumped from 29 
to 45 the day resumption of interest 
payments was announced. 


* * 7 

Fighting Back. Robert MacNeal, 
president of hard-pressed Curtis Pub- 
lishing Co. (Saturday Evening Post, 
Holiday, Ladies Home _ Journal), 
struck back at his critics last month. 
Admitting that the company lost $5.7 
million from operations in 1961's third 
quarter, MacNeal put part of the 
blame on rumors he said came from 
competitors and stock market specu- 
lators. The competitors were belit- 
tling the Post’s new format, said he, 
and the speculators were spreading 
untrue rumors about the company’s 
alleged financial weakness. 

* ® * 

Where There’s Smoke? Troubles o/ 
the U.S.’ biggest defense contractor, 
General Dynamics Corp. ($2-billion 
sales) continue. The company’s Con- 
vair division underwent its second 
top management shakeup of the year 
late last month. Then this month 
Chairman Frank Pace angrily denied 
rumors that he and President Ear] D. 
Johnson had submitted resignations, 
effective next spring. 
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SAVE MORE 


BEVERLY HILLS Zederat SAVINGS 
EARN MORE 


4 | EARNINGS PAID 4 TIMES A YEAR 
ai. =” SAVINGS INSURED TO $10,000 
a BY THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION, 


A PERMANENT AGENCY OF THE UNITED STATES GOVERNMENT. 
CURRENT RATE / PER ANNUM 


Beverly Hills Federal Savings is one of America’s largest savings and loan associations with 
resources over 110 million dollars and we are proud of our record of 72 consecutive divi 
dend payments. Open an account now or use the coupon below for further information 


Accounts opened by the 10th of month earn from the 1st of month. 


BEVERLY HILLS @ederc/ SAVINGS 


AND LOAN ASSOCIATION 


+ * } 
ait Chairman and Chief Executive Officer 


HAROLD P. BRAMAN 
President and Managing Officer 


9424 WILSHIRE BOULEVARD, BEVERLY HILLS, CALIFORNIA 


Beverly Hills Federal Savings and Loan Association * 9424 Wilshire Boulevard Beverly Hills, California 


name 
address 
city 


DEPT. 109 


For Only $6, You Can EARN mg SAVE BY MAIL 


PAID FOUR 
9 a TIMES A YEAR 
/ ACCOUNT 


| : INSURED 


FOR 17 WEEKS MUTUAL SAVINGS 


to help your money grow PASADENA” 


310 East Colorado Bivd., Pasadena, Califor 
Here is a way to discover, at low cost, how . 
Barron’s National Business and Financial ASSETS OVER $200 MILLION 
Weekly gives you complete financial and in- 
vestment guidance—the equivalent of nu- 
merous special services that cost much more 


A trial subscription—17 weeks for $6—brings ROWE PRICE 


you: 


Everything you need to know to help NEW HORIZONS 


you handle your business and investment 
affairs with greater understanding and fore- FUND INC 
sight the investment implications of cur- , . 
rent political and economic events, and cor- 
porate activities . . . the perspective you OBJECTIVE: Growth of capital through in- 
must have to anticipate trends and grasp : : . : 
profitable investment opportunities the vesiment in a speculative portfolio con 
nowledge of underlying trends, immediate sisting primarily of common stocks. 
outlook, vital news and statistics, which in- 
dicate intrinsic values of stocks —_ pore OFFERED AT NET ASSET VALUE. There is no 
real estate, commodities. Compactly edite “eee 

to conserve your time, yet keep you profit- sales load or commission 
ably informed. AP , leini b b 

No other publication is like Barron's. It is ee eee ae Sree Sane 
especially edited for the man who is worth be purchased and at wheat time they 
over $10000, or who saves $1,000 or more will become redeemable moy be ob- 
a year. tained from the Fund 

Barron's is a Dow Jones publication, and 
has full use of Dow Jones’ vast, specialized 
information in serving you P * 

Try Barron's and see for yourself how this Rowe Price New Horizons Fund, Inc 
complete weekly financial news service gives 10 Light Street, Dept. B 
you money-making, protective information . 
you need in managing your business and in- Baltimore 2, Maryland 
vestments wisely, profitably, in the eventful 
weeks ahead. 

Try it for 17 weeks for $6; full year's sub- 
scription only $15 Just send this ad today 
with your check; or tell us to bill you. Bar- 
ron’s National Business and Financial Week- 
ly, 200 Burnett Rd., Chicopee Falls Mass 
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JUST TWO HOURS A WEEK CAN 


NEWLY REVISED FORBES STOCK 





Let Market EXPERTS 
Teach You A MINE OF TIME-TESTED INVESTMENT TECHNIQUES 
sabes: USED SUCCESSFULLY by FORTUNE BUILDERS of the PAST 


ing the famous FORBES Stock Brief Outline of FORBES Stock Market Course 
Market Course at*home, in your 


spare time. |+ shoul rove the 1. Capital Building Through Stock Trading. stock Profit vs. Other Profits. Principles Fol- 
os ° me t mee d P pees BP Suceee inv - Hi ‘te Set Up oa cere Feat RB B mage & ea ee 
H ina eserve utright Ownership argin Tradin rinciples o iversification our Financial Inventory 
most precious training you ever Guide" a copyri ont form for recerding confidential facts on your own financial position. Exercises: (a) Getting 


. . Acquainted with Your Financial Page (illustrated samples); (b) Charting Dow-Jones industrial & R. R 
had. It will guide you step-by-step Averages, U. S. Steel, ete. (graph paper supplied); (c) Learn What Market Did in Past (Wall Chart of 


‘ “Business & Security Trends’ supplied) 
in 15 easy lessons to complete 


: 2. How Securities Markets Function. the Securities Exchanges. Over-the-Counter Market. The 
mastery of the subject. Commodity Market. How Securities Exchanges Operate. Your Broker—What He Does. Set-Up of Typical 
Brokerage Firm. Tracing a Typical Stock Market Transaction. Handling a ‘‘Limit’’ Order. Other Kinds of 
Stock Orders and How to Use Them. Complete list of 1394 Symbols of Stocks Traded on N. Y. Stock Exch 
Backed by the vast resources of Exercises: (a) Review of Chart Assignment of Lesson One; (b) Charting Penn. R. R., Anaconda, Amer. Can. 
Atchison, Consol. Edison (graph paper supplied); (¢) Supplementary Reading Material supplied: ‘‘The 
the 44-year-old FORBES organizo- Nation's Market Place,’ “Facts You Should Know About Security & Commodity Exchanges."’ 


tion and i +-findin 3. Common Stocks—Factors Affecting Their Prices. Factors influencing Investors’ Emo- 
one d its unmatched fac 9 poo ye ge bce Short ie My none , BH 4 ——: ~ ge Trend. ae —. 

Hi SY ° eristics @ ull an ear Markets rket Trends and the Business ele etecting anges in Business 

and research facilities, this com- Cycle and Stock Cyele. Buslases indicators as Market Signals. Figures. te Check Production, Distribution. 
° General Bus‘ness, Financial, Commodity Prices. Business Barometers Worth Watching. Business ‘‘Backlogs’” 
pletely revised FORBES Stock as Clue to Stock Market. Other Factors. Watch for Danger Signals. Exercises: Practical Problems Based 
on Reading Your Financial Page, Charting Stock Market Trends, Checking Business Indicators and Watching 

Market Course reveals tested Typical Political and International Developments 


methods that have made money 4. Preferred Stocks and Bonds—Their Advantages and Limitations. pront Potentials 
- d f h d Buying for Income Ri Purchases —— of Money Rates uying pn nog e ag or So oon 
s—a ypes ve lative; Participating; Convertible; and Senior and Junior Preferreds a 
again an again or ot er n po tg — Preierreds for Dividesd | Arrears. ag Guide Posts on Buying Bg oon ih Bel 
verloo! nds ypes 0 jonds-—Type of Issue uality; Maturity; Difference between ebentures, ortgage 
con make money for YOU. Botds, Collateral issues; Equipment Trust Bonds and Convertible Bonds. How ‘‘Average’’ Investor or Trader 
Can Utilize Bonds for Capital Building. When te Buy Bonds. Using Bond Market as Stock Barometer 
Exercises: Practical Problems on investing in Preferred Stocks. tn Bonds: “Charting” Weekly Bond Prices 
as a Useful Barometer of Stock Trends (graph paper supplied) 








5. Interpreting the Market Action. How to “Read the Market. 4 Technical Market Indi- 
Unlock Stock Market eators: (1) Volume of Trading; (2) “Breadth of Market'’—Guiding Principles for interpreting ‘ = : 

(3) Action of Major Stock Groups—Value of Spotting Important ‘‘Turning Points’’; (4) Action of 
ao issues’’ Market—Most Useful in Warning of Coming Trends. Hew to Detect Shift from Bear to Bull Market 
Mysteries YOURSELF! Unmistakable Signs Which Announce Important Reversal of Trend. How to Detect Start of a Bull Market 
bd Signals to Watch: The Return of Market Decline; Increasing Resistance to Bad News; Action of ‘Barometric’ 
—— Stocks; Low Price-Earnings Ratios; Large Stock Yields. How to Tell Start of Vigorous Bear Cycle from Modest 

Recovery. Exercises: Specific Problems That Test Your Ability te Interpret Market's Action 


You probably know of w 6. Protecting Yourself Against Bear Markets. ajternating Market Cycles. Bear Markets 
P Y ° people ho soe vow Sam Rta mere Aboreashing End of = Market: ‘ a a oy — preeey Taken 
H + ace; (2) Large Publie Participation; (3) ‘‘Room'’ Atmosphere; (4) New Questionable urity lotations: 
are well off because of wise invest- (5) Stock ana Bond Yield: (6) Stock Splits, Stock Dividends; (7) Divergent Group Action; (8) Collapse of 
. Some important Groups; (9) Market Resistance to Good News; (10) Volume Fading on Advances; (i!) 
ments. Some started with only a Rallying Power After Decline; (12) Large Price-Earnings Ratios: (13) Bond Market Warnings and 
Declining ‘‘Tops."’ Exercises: (a) Review of Charts of D. J. Industrials, Rail & Key Industrial Stocks; (b) 
few hundred dollars and amassed Test Cases Give You Practice in Technical Stock Market Analysis 


enough money to acquire lovely 7. Reeding Market Petterns. Current Value of Charts. Charting Methods. Vertical Line vs. Point 
h + hild h h | one ao whee “ ~ = . ee + Me ogy aaa Mean —. ~~ Be Mg a 

. ion”’ reas ‘orten hat esistance’’ "or isposition reas indicate ow to etec e ‘Trading 
jOMes, pu cniidren t roug co oe os. P pin a nat aw a Ga eee = — BS teh a ge 7 i 
° * * vantages and Limitations. Essentials o ow eory ow eory Confirmation udy o ast ‘‘Con- 
lege and realize all their cherished firmation’’ Point (with illustrated chart). Defects of Dow Theory. Exercises: (a) Specific Assignment to 
one ° ’ Test aud Determine Your Ability to Recognize Significant Market Patterns; (b) Checking Up on Charts 
ambitions. This wasn ft due to luck. Student Has Been Keeping to Detect Possible Formations 


These investors studied and studied 8. How to Select Stocks for Profit. Investing vs. Trading. 9 Yardsticks for Investing: (1) tn- 

dustry and Company; (2) ‘‘Growth'’ Potentials; (3) Status of Company; (4) Majer Trends Which May 
the stock market a evaluated Affect Company's Future—Earning Power Behind Common Stock; (5) Dividend Record; (6) Price-Earnings 
7 Ratio; 2 Soe, bewed o. ‘oe gee ong (9) oe acess. tee > Use Ag 
cri H 4 ° tion's Income Statement an alance eet (actual samples o' enera eters, record of sales, net income 
its risks eee delved into its secrets; and dividends and condensed, consolidated balance sheet). How *o Select Stocks for Trading Profits. Exercises: 
| k d h f . (a) Praetical Problems to Evaluate Specific Stocks for investmeni for Trading: Supplementary Material—Chart 
unlocked much of its mystery eee f “Long Term'’ Dividend Stocks on N. Y. Stock Exeh. and American Stock Exchange. 





learned the methods of successful 9. How to Make Money in Bear Markets. sear Markets inevitable. Wateh for Bear Market 
° S h Signals. What to Do If You Get ——_ it in the Break. Watch for poventary Rally ‘‘Special Situations."" Gold 
investors. Soon they used these Stocks in a Bear Market. How Short Selling Works. Covering the Short Sales. Timing the Short Sale. Selling 
th d th j Socten Le 2 wen ‘belting —— = goer em rina + aay oe Making yw a 
Vv eclining Mar igh and Buying Low. Use of Credit in Sho elling. Exercises: Practical Problems 
ery same methods emseives ... in Observation and Ability to Operate at Profit in a Bear Market 
with excellent results. 


10. Sources of Investment Information. «investigate, then invest.” Where to obtain infor- 
° mation. Principal Sources. What Investment Services Offer. How to Use Investment Manuals and Source Books 
Few folks realize the remarkable How to Read an Annual Report. Business and Economie Reports. Guide Sheet for Locating Investment informa- 
rt iti th A +I ¢ d tion. Exercises: Sample Financial Service Bulletin providing valuable practice in looking up pertinent information 
opportunities that exper raine 
3 PP : P y! i 11. Reading the Financial Page. what to Look For: (1) The Stock Market; (2) Over-the- 
investors can discern at times in Counter Market; (3) Stock Averages; (4) Breadth of the Markets; (5) Bond Market Data; (6) Commodity 
Prices; (7) Earnings and Dividend Reports; (8) Business Indicators; (9) Financial Indicators. Exercises: 
the stock market. Those who eariy Specifie Information to Check in Daily Financial Pages (samples supplied) to Plot Your Investment Policy. 
invested even modest amounts in 12. Dividends and Rights. types of Dividends. Stockholder of Record. Ex-Dividend Data. Cal. 
culating Value of Rights. Sell or exercise? Best time to sell. 
General Motors became so wealthy 
. 13. Dollar-Cost Averagin + How it works, with examples. Advantages and disadvantag Monthly 
they need never work again. The Investment Plan of the New York Stock Exchange. 
market-educated investor senses 14. The Professional Wisdom of Wall Street. twenty-six Wall Street Axioms. Nine Golden 
ene Rules of Wall Street. Investors Stock Analysis Guide. 
these opportunities and grasps 
them. The unskilled investor passes 
them by. 





15. Symposium of Stock Market Course Inquiries. 
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BRING YOU INVESTMENT SUCCESS— 


MARKET COURSE SHOWS YOU HOW! 


Packed with 


Market Pointers HUNDREDS of PAGES of VALUABLE INVESTMENT TECHNIQUES and TOOLS 


You Can Soon 
Apply: 


1. The signs that help to 
show which kind of market 
we are now in and how to 
profit. 


2. How to pick stocks in 
early and fastest stages of 
growth. 


3. When to get out be- 
cause of warning signals 
by certain basic indicators. 


4. Scientific forecasting 
charting and financial 
methods now in successful 
use. 


5. The proved techniques 
for operating successfully 
in any type of market. 


6. How to detect market 
tops and bottoms in ad- 
vance of less well-informed 
investors. 


7. How to make money in 
bear markets; a safe meth- 
od for selling short. 


8. How to use "stock 
rights" to boost your in- 
come, “puts & calls” to 
protect profits, save on 
taxes, “dollar averaging” 
to build capital for retire- 
ment. 


9. Three ways to make 
profits in preferreds; how 
to use the bond market as 
a stock barometer. 


10. Nine Golden Rules of 
Successful Trading, Twenty- 
Six Investment Axioms, 
Glossary of Stock Market 
Terms. 


Finish Quickly Or 


Take Your Time 


To satisfy the wishes of 
a large number of students, 
now, all 15 lessons are sent 
at once. Thus YOU can 
set your own pace. At the 
end of each lesson you will 
find practical assignments 
and specific exercises. These 
develop the practices and 
observations so vital to 
stock market success. You 
test yourself so you may 
judge your progress and 
complete the training with 
final review and quiz. 


What you learn from a 
single lesson and apply to 
your investments may be 
@ turning point in your 
fortunes ... should set in 
motion a chain of many 
successful transactions. 
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fas 
age 
mee 


FOR INVESTMEN Lge 


a 


GUIDE POSTS 
STATISTICS 


Hundreds of investors heve 

paid the regular price of $100 

found the lessons well worth 

| > = many times the price. Now, so 

CHARTS iM ] l--+—~ Be _ — mortar can ben- 

- + { i ; . eft, the complete »-section 

GRAPHS rn I—+—~{ . course is bargain priced at 
$27.50 (only $1.83 per lesson) 
contains all the same basic ma 
terial! But you must act fast 
This offer is subject to with- 
drawal at any time. If you 
move quickly, this whole $100 
course is yours for just $27.50 








a saving of almost 75%. /f 
AMD SECURITY TRENDS 7 not satisfied with the Course 

veee ss actrees return it within 10 days and 
your money will be refunded 


Time and money have been lav- 
REFERENCE *s : : ished on this course. Many 
’ years were spent in preparing 


MATERIAL 4 — =~ r the course; the rich experience 


of many security analysts on the 





FORBES and INVESTORS 
ADVISORY INSTITUTE's 
staff was tapped; outstanding- 
ly successful investors were in- 
terviewed to give you their 
most profitable methods. 


: . ACT NOW—Get the FORBES 
SUPPLEMENTARY a woaee Coeme test 
yh ! sold originally for $100 for 
READING : : only $27.50—-0 cool saving 
. of almost 75%. Moll coupon 
below. Decide whether or not 
you will keep the course 
after examining it for 10 doys 
in your own home! 


QUIZES ae a 
EXERCISES -——s 


ANTEE 


4 owt risk 


Jose 
‘owl 


gt ATE ¥-1031 





FASTENER CORPORATION 
December Dividend Notice Valuable booklets are published by 


At a meeting of the Board of Directors of United-Carr 14 interested bu: cette ag oye 
astener Corporation held November 22, 1961, a cash : Dorel. oe z 
dividend of fifty gente (08d) gee chave was dediesed on — on eerecntel of u oe am 
the Common Stock, payable December 15, 1961 to stock- ada me. Oe ce 
. “ d ress your request, by number, to 

holders of record at the close of business on December 5, Subscriber Service Dept. Fonses M 
1961. This represents a regular dividend of 30¢ per share ts z . ru } A ad a oe y, . NY. 
and an extra dividend of 20¢ per share. Regular divi- zine, 70 Fifth Avenue, New Yor e i 2 
dends of 30¢ were paid in each quarter of 1960 and again aa : , 
in 1961. In 1960 the extra dividend was 30¢ per share. 566. ForREIGN TRADE AND THE NATIONAL 
This is the one hundred fourteenth successive dividend iwrEsest. Can the US. afford armen 
and the company has paid a cash dividend in every tariffs’ Certainly a oF this booklet by 
calendar quarter for the past twenty-eight years. the Committee For a National Trade 
. P Policy presents the case. We have, say 
SAMUEL A. GROVES President the authors, “a choice between an illu- 
sory protection of the status quo, and the 
; ? protection of the economic opportunities 
Little things make a BIG difference of American workers and management.” 
. The booklet supplies some telling sta- 
in tistics on the importance of international 
ELECTRONICS In major U.S. industrial centers and in trade to our domestic economy. About 
AIRCRAPT AND Canada, England and Australia, more than 8% of total U.S. production ($19 billion 
MISSILES twenty United-Carr plants are organized into worth of goods last year), for example, 

ten divisions and subsidiaries. is exported (31 pages). 





° 
AUTOMOTIVE 
VEHICLES Experienced engineering staffs are backed by 567. Finance Facts YEARBOOK—1961 
APPLIANCES excellent facilities for the production of intri- This compact handbook furnishes a sta- 
ie cate metal and plastic parts and components tistical profile of the American consum- 
LEATHER GOODS which help speed assembly, cut costs and er’s spending and financial habits. The 
croniene improve product performance for the mass- figures show the consumer to be in excel- 
production industries. lent financial health, with a ratio of 
FURNITURE current assets to current liabilities of 
better than 17:1, and with current and 
fixed liabilities but 12% of his total 
assets. The booklet, published by the 
UNITED-CARR FASTENER CORPORATION, BOSTON, MASSACHUSETTS National Consumer Finance Association, 
also provides some little known facts 
about the flourishing personal-finance 
RADIO CORPORATION companies which loaned some $5.5 billion 


last year. Around 40% of the loans were 


OF AMERICA to consolidate overdue bills (41 pages) 


Dividend Notice 568. THe New European Market. The 

The following dividends have been declared by the Board of Directors: European Common Market has already 
. begun to change the ground rules for 

First Preferred Stock doing business in Europe, observes this 

booklet by the Chase Manhattan Bank. 
With some $5 billion worth of export 
business at stake, U.S. firms must adapt 
Common Stock themselves accordingly. The Chase here 

In addition to a regular quarterly cash dividend of 25 cents per discusses the likely wes dere of the Com- 
share, a 2 per cent stock dividend was declared on the Common mon Market and eee eee See of the 
Stock. The cash dividend is payable January 22, 1962, and the factors U.S. business must consider when 
stock dividend January 29, 1962, both to stockholders of record at investing in Europe, including growth 
the close of business December 15, 1961. rates, tax incentives, wage costs, the 
ERNEST B. GORIN. availability of raw materials and re- 

Vice President and Treasurer gional characteristics (51 pages). 











8742 cents per share on the First Preferred Stock, for the period 
January 1, 1962 to March 31, 1962, payable April 2, 1962, to 
stockholders of record at the close of business March 5. 1962. 


New York, N. Y., December 1, 1961 


—— — 569. Furure GROWTH OF THE WoRLD 
a PETROLEUM INpustry. The need for pe- 


THE E. 1. bu PONT DE NEMOURS & COMPANY troleum products in the US. alone will 
probably grow 4% a year through the 

Gi POND next decade; Demand in the rest of the 

Free World should rise 50% over the 


Baltimore 3, Maryland Witnioaten, Siel., Mevnaber 26, 106) level of the Fifties. So predicts the Chase 
The Board of Directors of The Board of Directors has deciared this Manhattan Bank's petroleum department 
United States Fidelity and day regular quarterly dividends of $1.121/; in this booklet. In free countries abroad, 


Guaranty Company has de- a share on the Preferred Stock — $4.50 for instance, the desire to own an auto- 
7 Series and 87'/,¢ a share on the Preferred P re 

clared a quarterly dividend of Stock —$3.50 Series, both payable Jan mobile has been so insistent that one 

thirty cents a share, payable vary 25, 1962, te Guthelton of antert person in 52 now has one, while only 
” ' ! 2 i n ’ : a 

holders of record’ Decessber || | {122 elt $3.00 0 shore onthe Commer one in 120 did in 1950. But the authors 

os 1961. recor cember Stock as the year-end dividend for 1961, are concerned that oil’s bright future 
, . payable December 14, 1961, to stock eu oni 4 ve < 

JOHN D. WILLIAMS holders of record at the close of business may tarnish if the rate of capital forma- 

Secretary || | Jjon November 28, 1961 tion is reduced and if the industry is not 


P. S. pu Pont, Secretary free to meet competitive pressures as it 


a a lattes . sees fit (40 pages). 

















November 22, 1961 
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Dri-Co ntinentad ~ 


Canporation FORBES 


A Diversified Closed-End THIS ISSUE 
Inv 2c 
sins nereialbt tian Volume 88, Number 12 December 15, 1961 


Final Quarter Dividends INDEX OF FEATURES 


Record Date December 12, 1961 Readers 7 
Trends & Tangents err 
60 cents a share Fact & Comment (Malcolm S. Forbes) 
on the COMMON STOCK The Market Outlook (Sidney B. Lurie) 
Payable December 23, 1961 Market Comment (L.0. Hooper) 
a Stock Analysis (Heinz H. Biel) .. . 
Technician’s Perspective Uiohn W. Schulz) . 
J 
67% cents a share on the Investment Pointers (Bradbury K. Thurlow) 
$2.70 PREFERRED STOCK The Funds 
On The Bookshelf 
19 
Payable January 1, 1962 Booklets 


Thoughts 
65 Broadway, New York 6, N. Y. 











INDEX BY COMPANIES 


BROAD STREET BUSINESS NEWS 


Allied Chemical El Paso Natural Gas Pacific Lighting 


Allied Stores . Fairfield Securities Pennsylvania Railroad 
INVESTING American Airlines . Ford ‘ Philco 


American Express General Dynamics T. Rowe Price Growth 
CORPORATION American Telephone General Electric Rowe Price New Horizons 
& Telegraph ... ; General Telephone Schenley 
A Diversified Mutual Fund Baltimore & Ohio & Electronics ‘ Southern California Edison 
a Borden Gulf Oil > Standard Oil (N.J 

Bristol Myers .. 6 Hilton Credit Corp Studebaker-Packard 
Chesapeake & Ohio international Paper Tennessee Gas Transmission 
Commonwealth Oi! Ling-Temco-Vought Texas Eastern Transmission 
S Consolidation Coal National Distillers Trans World Airlines 16,.18 
consecutive : ; eo ——s Airlines & Chemical United Airlines é 

arte 4 de g urtis Publishing ’ New York Central 3 Walker (Hiram)-Gooderham 
divia ~ | .! Diners’ Club ..... Norfolk & Western & Worts 

en Distillers Corp.-Seagrams Northeast Airlines Westinghouse 

Electric Autolite Otis Elevator 





from net investment income 
14 CENTS A SHARE. TABULAR COMPARISONS 


Year-end distribution from Distillers Roundup 19 Railroad Revenues 
“teen coc COLUMNISTS’ COMMENTS 

nee esahewaiEs, ‘ American Can .... } General Electric Rapid-American 
Payable December 28. 1961 American Telephone Goodrich (B.F 36 Reynolds (R.J 


a & Telegraph ‘ Gulf Oil Rexall : 
Record Date December 5, 1961 Anderson Clayton . Ingersoll-Rand Royal Dutch 


Atchison, Topeka & Santa Fe international Business Schering Corp 
65 Broadway. New York 6, N. Y. British Petroleum 39 Machines 9 Singer Manufacturing 
——— -_ Burroughs ....... 36, 3 Korvette (EJ Socony Mobil 
> Colgate-Palmolive 3 Libbey-Owens-Ford 36, Southern railway 


by | Colonial Sand & Stone McCrory Corp Standard Oi! of California 
Far West Financial a Midiand-Ross : Standard Oil (NJ 39 
Financial Federation Murphy (G.C . Stone & Webster 
Firestone ..... Newberry (J.J Texaco 
Ford én 3 Outboard Marine : Tidewater Oil 
| Garrett Corp Parke, Davis Universal Leaf Tobacco 
\ Pfizer (Chas.) & Co 
PHOTO CREDITS 
Forbes Magazine: pages 16, 24, 27, 31 
Harris & Ewing: page 17 
European Picture Service: page 10 
Wide World: page 5 
Art Green: page 20 


PEOPLE SERVING Farr issn. 
PEOPLE GIVE Annual Report on American Industry. Forses for Jan. 1, 1962 surveys some 
eee 


226 leading corporations in 16 major industries and shows how each company 


: performs against three basic yardsticks: growth, profitability and trend. 
THE UNITED WAY Forses, 70 Fifth Avenue, New York 11, N. Y. F-1234 








es Please send me Forses for the period checked: 


KORBE! 1 1 Year $7.50 (2 Years $1200 (3 Years $15.00 
\ : ; [] Enclosed is remittance of $... [J 1 will pay when billed 
: 0 Renewal 
Single copy 5c. ity seccccocseccosococcs SOMBccesces 
Jan. 1, 1962, $1 Pan American and Foreign $4 a year additional 
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| THOUGHTS. 


ON THE 
. BUSINESS OF LIFE 


on 








The young man who has not wept 
is a savage, and the old man who will 


not laugh is a fool. —SANTAYANA. 


A quarrel between friends, when 
made up, adds a new tie to friendship, 
as experience shows that the callosity 
formed round a broken bone makes it 
stronger than before. 

—Srt. FRANcIs DE SALES 


Disguise our bondage as we will, 
‘Tis woman, woman rules us still 
~THomas Moore 


Be glad of life because it gives you 
the.chance to love and to work and to 
play and to look at the stars 

—Henry VAn Dyke 


If I'm not in shape so I can strike it 
out like a good golf stroke or a good 
stroke of the bat, there’s not much I 
can do. Oh, sonne days you can play a 
beautiful game, but there are always 
days when you can’t. —RosBert Frost. 


No social system will bring us hap- 
piness, health and prosperity unless it 
is inspired by something greater than 
materialism. —CLEMENT R. ATTLEE 


A man should be upright, not be 
kept upright. —Marcus AvRELIuS 


Some people will never learn any- 
thing, for this reason, because they 
understand everything too soon. 

—ALEXANDER Pope 


Man has become a superman 
because he not only disposes of in- 
nate physical forces, but because he 
is in command ... of latent forces in 
nature and because he can put them 
to his service. . . . But the essential 
fact we must surely all feel in our 
hearts is that we are becoming 
inhurnan in proportion as we become 
supermen —ALBERT SCHWEITZER. 


58 


‘of limits 


The moment you step into the 
world of facts, you step into the world 
You can free things from 
alien or accidental laws, but not from 
the laws of their own nature. 

—G. K. CHESTERTON. 


The requisites of a singer are a big 
chest, a big mouth, 90 per cent mem- 
ory, 10 per cent intelligence, lots of 
hard work and something in the heart. 

—Enrico Caruso. 


B. C. FORBES 


Too often foremen, superin- 
tendents, department heads, ex- 
ecutives, are far more prone to 
censure than to commend. This 
is a pitiable mistake, from every 
point of view. Praise prods to 
effort, achievement. 
Therefore it pays, is profitable 
managerial practice to rate it on 


greate? 


a higher basis 


The wise man is:informed in what 
is right. The inferior man is informed 
in what will pay. —COnrFUCIUS. 


He who slings mud generally loses 


ground. —ADLAI STEVENSON. 


You'll find as you grow older that 
you weren't born such a very great 
while ago after all. The time shortens 
up —WILLIAM Dean HoweELLs. 


Words 


assassins of 


without actions the 
idealism. 


—Hersert Hoover. 


are 


Work is becoming suffused with lei- 
sure values. Executives on an ex- 
pense account hardly know whethe1 
they are at leisure or at work; they 
assume it must be the latter since 
they are getting paid for what they 
do. The same executives, pushed into 
some time-consuming civic activity. 
have only the somewhat melanchols 
reassurance of receiving no compen- 
sation to testify to this being leisure 

—Avucust HECKSCHER 


Never take counsel of your fears 
—ANDREW JACKSON 


The 
bored, 
natural 


being 
social ol 


human capacity for 


than man’s 


the 


rathe: 
needs, 


cultural 


lies at root ol 
advance 


—Ratpeu LINTON 


man’s 


optimist when I 
Rosert Lynp 


I always feel an 


emerge from a tunnel 


If a man has good manners and is 
not afraid of other people, he will get 
by—even if he is stupid 


—Davip Eccles 


Thinking, not growth, makes man- 
hood. Accustom yourself, therefore. 
to thinking. Set yourself to under- 
stand whatever you see or read. To 
join thinking with reading is one of 
the first maxims, and one of the eas- 
iest operations —Isaac TAYLOR 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition. $5 





A Text... 


New 
tavorite 
is presented 
rs of texts used 


t by Carol E. Fykerud, 
. N. Y. What's your 
\ Forbes book 


Count it all joy. my brethren, when you 
meet various trials, for you know that the 
testing of your faith produces steadfastness. 


—JAMEs 1:2-3 
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ACTUAL SIZE 


The smallest combustion engine in the world 
is one of a line designed and produced by 
L. M. COX Mfg. Co., Inc., Santa Ana, California 
world’s largest manufacturer 
of miniature engines and model planes. 


Platinum sparks the world’s smallest 
combustion engine 


Uses for the platinum metals crop up in the most 
unexpected places. It is surprising, but nevertheless 
consistent, that the glow head sparking this sub- 
miniature engine and at the astounding rate of 
27,000 rpm be made of the same element used in 
its giant size counterparts. 

No other metal but platinum has requisite ability 
to resist fouling and corrosion under conditions en- 
countered in this tiny toy—or in mammoth aircraft 
engines. 

The platinum metals are incredibly versatile ele- 
ments. As chemicals for example, Engelhard man- 
ufactures platinum catalysts that are used the world 
over in the production of high octane gasolines, 
nitric acid, antibiotics and for the generation and 
purification of gases. In other chemical forms, the 
precious metals are used in literally hundreds upon 
hundreds of industrial applications. 

Similarly, in the fields of electricity, electronics, 
communications and transportation, the perform- 
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ance of most equipment . . . and certainly all critical 
instruments, components and systems... is reliant 
upon the unique properties of the platinum metals, 
gold and silver. These noble metals, ideally endowed 
for such applications, improve, extend and protect 
performance beyond the capabilities of other metals. 

Engelhard Industries is a leading manufacturer 
of precious metals and related products, serving 
virtually every industrial activity. The products of 
our diversified manufacture include a vast variety 
of precious metal alloys, laminates, chemicals, pow- 
dered and liquid metals, contacts, thermometals, 
semiconductor materials, silver brazing alloys, high 
purity fused quartz, instruments, assemblies, fabri- 
cated parts and components. 

A brief presentation of our operations, services, 
research for the future and the broad diversity of 
the markets we serve, is contained in a brochure, 
“The Story of Engelhard Industries.” We will be 
pleased to forward a copy, upon request. 
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Strongest “Waves” 


in the Polar Sea! 


The Navy’s new radio station in Cutler, Maine, unique construction; the other, an underground 
is the most powerful ever built. Its signals can power cable feeding a transmitter. In communi- 
reacha large portion of the Northern Hemisphere 

including Polaris-armed submarines submerged QR3@83?enaae ics,in so many areas that are vital to America’s 
under the Arctic ice cap. Two distinctive Phelps 


progress, Phelps Dodge is playing a basic role. 
Dodge products are essential parts of this mighty 
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communications center: one, an antenna cable of De Cp un the proc vos of shaping the Suture , 


PHELPS DODGE COPPER PRODUCTS 
CORPORATION e 300 Park Avenue, New York 22, New York 


cations,in power transmission,in applied electron 





